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Foreword 


As the twentieth century approaches its end, economists, 
intellectuals and policy makers are once again grappling with 
the question of the role of the state in the economy = a question 
that has agitated their minds for at least the last two hundred 
years, With the sudden collapse of Socialism in the Soviet 
Union and Eastern Europe at the close of the last decade, there 
‘was euphoria about the ‘final victory’ of economic liberalism 
and even whispers about ‘the end of history’. Privatization, both 
at domestic and global levels, was projected as the panacea for 
almost all economic ills. 

This jubilation, however, proved short lived. The imperfections 
of the market economy, the structural problems of income and 
wealth distribution and of regional and global disparities, the 
pressing concerns for social justice, the increasing realization of 
the need for support and subsidy for the poor and the 
underprivileged, the subtle manipulations of oligopolistic, mo- 
nopolistic, monopsonic and transnational corporations and cartels 
and the effects of open and concealed protectionistic policies of a 
number of developed countries have inter alia once again focused 
the attention of economists as well as policy makers on the need 
for some critical role for the state in the economy. 

The realities of the world economy do not justify promotion 
of a totally neutral concept of the state. While the centralized 
Communist economy has failed, there is a pressing need for 
some kind of cooperation and co-partnership between the 
public and private sectors. A truly balanced market economy is 
possible only if the state plays a positive role to maintain those 
conditions which ensure smooth and harmonious working of 
the economy. Moreover, because of the difference in stages of 
growth and development and disparities in income, wealth, 
technology and resource endowments, justice cannot be 
achieved without the state and its organs playing a positive role. 


Role of the State in the Economy 


‘The crucial questions, however, relate to the nature, extent and 
modes of state intervention. The tragic experiences of. Socialism 
with all its bureaucratic mismanagement of the economy and its 
political misuse demand that the state should act, not primarily 
as an entrepreneur, but as a guide and regulator for the 
achievement of certain well-defined social objectives. Its role as 
a referee is more crucial than playing the part of a contestant. 

Issues about the role of the state that are being debated 
amongst economists and policy makers all over the world are 
also being seriously discussed by Islamic economists, who have 
always been concemed with the middle path, Professor Dr, M. 
Nejatullah Siddiqi, a pioneer in the field of Islamic economics 
and a Faisal Laureate, has been grappling with some of these 
issues from his carly youth, His book, /sldm ka Nazariyah-e- 
Milkiyat (Islamic Theory of Property) appeared in the mid- 
sixties and has assumed the position of a classic in Islamic 
economic literature, He, however, has been constantly reflecting 
upon and reviewing the central issues of the debate and has 
during the last few years contributed a number of articles dealing 
with different dimensions of the state’s role in the economy. His 
distinct contribution lies in discussing these issues in the context 
of the current economic debate as well as from an Islamic 
perspective, In the present work, after discussing the theoretical 
position of the role of the state in an Islamic economy, he has 
examined in depth the question of society guaranteeing a 
minimum level of living to all inhabitants of an Islamic state, 
This is followed by an essay on the question of public 
expenditure in an Islamic state and how to keep the monster in 
check. Dr. Siddiqi has also addressed himself to the question of 
public borrowing in early Islamic history and has come up with 
ample evidence to show that public borrowing for development 
and need fulfilment is not an altogether modem or novel 
phenomenon. Along with discussing the role of the state in the 
domestic economy, he has also tried to explore the nature and 
scope of its role in international economic relations. The last 
chapter in this study is extremely important as it brings into 
sharp focus the unique character of an Islamic economy where a 
very strong voluntary altruistic sector plays a crucial role in 
creating those social and economic conditions which may 
ensure a more effective and respectable role for the private 
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entrepreneur and also supplement the market mechanism in 
establishing a just social order. It seems that Islam envisions an 
economy as a three-sector model — private, voluntary altruistic 
and public — and not merely in the groves of a public-private 
dichotomy. | hope the publication of this collection of essays 
will enable students and scholars alike to have a better 
understanding of the role of the state in an Islamic econo- 
my. 


Leicester Khurshid Ahmad 
10 October 1995 
15 Jumada Al-Ula 


Preface 


The State is receding from the economy, and rightly so. 
Seventy years of state management in the Eastern Bloc and half 
acentury of welfarism in the West have taught some valuable 
lessons. Information is the key to management, But there is no 
way a centralized administration can get all the information at 
the right time. Incentives and motivation are crucial for human 
action. Even though they are not entirely individualistic 
(selfish) in nature, they do inhere in the individual. While 
Socialism struggled along with artificial motivation, the welfare 
state weakened incentives and created dependency. Change is a 
fact of life and adaptation to changing circumstances is 

for progress. But state management tends to be more 
rigid and inflexible than private management, causing it to lose 
out in terms of efficiency. Last, but not least, the bigger the 
government the more vulnerable it is to corruption and 
authoritarianism thus leading to tyranny. 

AIll that is history. At least for some time, mankind is not 
likely to repeat the mistake of the twentieth century: Socialism 
and welfarism. 

But that is not the end of the state. Nothing has happened to 
demonstrate that justice, especially social justice can be ensured 
without the state playing an active role. Three centuries of 
capitalism have only affirmed that social justice does not obtain 
automatically. And the lesson to learn from the experience of 
the twentieth century is that we cannot get through coercion and 
state intervention something for which no basis exists in the 
individual's world view and motivation. The stronger that basis 
the better the results. But either way, social justice has to be 
administered. In performing this essential function the state 
may underperform or overdo. But there is no substitute for its 
role. 

This is the subject of this book — in the Islamic perspective. It 
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affirms the importance of the state in Islamic society and 
underlines its place as an active agent in the economy. Quoting 
the Qur'an and the Sunnah, it enumerates the essential 
economic functions of an Islamic state and examines them in 
their contemporary settings. It offers no agenda for any 
particular Muslim country. Yet it has all of them in view when it 
discusses the state's responsibility towards its citizens, public 
expenditure, taxation, borrowing and international economic 
relations, ‘= 

Chapter One, ‘Guarantee of a Minimum Level of Living in an 
Islamic State’, highlights the cooperative nature of Islamic 
living by making the bold statement that “The Constitution of an 
Islamic State must contain a clause guaranteeing the fulfilment 
of basic needs to every human being within its territorial 
jurisdiction,” 

Chapter Two, ‘Public Expenditure in an Islamic State’, 
follows up by focusing on other related functions. It examines 
the possibility of enlarging the area of state activity in the 
economy, should circumstances so require, 

Chapter Three, ‘Public Borrowing in Early Islamic History’, 
conveys the message that responsible borrowing has a place in 
the quest for need fulfilment and economic development. 

Chapter Four, ‘International Economic Relations in Islam’, 
introduces an essential but somewhat neglected dimension of 
state activity, that relating to the rest of humanity, especially the 
world Islamic community. 

Chapter Five, ‘Role of the Voluntary Sector in Islam’, serves 
as a reminder that the state and the individual are not the only 
players. The voluntary sector also has a significant role. 

Since the Islamic state has a significant role in ensuring social 
justice and nudging economic activity towards spiritual-moral 
goals, it must pay special attention to the four issues noted 
above: information, incentives, adaptability to change, and 
vulnerability to authoritarianism and corruption. 

Collection and dissemination of information can be given top 
priority. Besides spiritual and moral orientation, incentives can 
be provided to encourage socially-oriented behaviour. Decentr- 
alization and local autonomy can increase flexibility. Politics 
should be so conducted as to propel the honest to a decision- 
making position and discredit the dishonest before they become 
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too strong. A system of checks and balances has to be devised to 
keep authority accountable and restrained. Rather than swing- 
ing between the experience of individualism bordering on 
anarchy and collective organization stifling freedom and 
initiative, the spirit of Islam calls for keeping to the middle 


Anexpanding role for the state may involve some trade off. A 
gain in justice and equity is worth some loss in efficiency. As 
regards corruption and tyranny, they are antithetical to Islam. 
‘They are entirely unacceptable. No progress is worth tyranny. 
So the question arises; What are we going to do about big 
government's tendency to become corrupt and tyrannical? 

The first thing is to internalize moral values so that economic 
agents are well behaved and the need for state intervention is 
minimized. Let the individual be oriented towards socially-re- 
sponsible behaviour through education. This will automatically 
lead to the second step: enlarging the voluntary sector so that it 
does some of the jobs big government has appropriated. The 
third step is political. A system of representative government 
where rulers are accountable to the people and individuals have 
the freedom to observe, express their views and associate with 
one another. 

All three are essential parts of Islamic living. Unfortunately, 
whereas in practice the first two have fared tolerably well, the 
third has fared badly. There are many good Muslims and many 
voluntary activities but little representative government, even 
less accountability, and rarely the essential freedoms in the 
Muslim political structures of today. 

Those who read this volume to get an idea about Islamic 
economic management in the contemporary setting should keep 
these facts in mind. The active role of the state envisaged in this 
study presumes representative government accountable to a 
people who enjoy basic freedoms. To ensure this is no less 
important than internalization of the Islamic moral values 
emphasized above. 

There are no short cuts. 


Essays included in this volume were first published as 
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* ‘Guarantee of a Minimum Level of Living in an Islamic 
State” in Distributive Justice and Need Fulfilment in an 
Islamic Economy, ed. Munawar Iqbal (Leicester, The 
Islamic Foundation, 1988), pp. 251-86. 


* ‘Public Expenditure in an Islamic State’ in Economic 
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(1986). But this text taken from Development and 
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Studies, 1991), pp. 6-30. 


Jeddah Muhammad Nejatullah Siddiqi 
July 1995 
Safar 1416 AH 


CHAPTER ONE 


Guarantee of a Minimum Level 
of Living 
in an Islamic State 


Introduction 


The vision of an organized Islamic living that inspires the 
Muslims today has some important dimensions that have not 
been studied properly. One of these is a guarantee of fulfilment 
of the basic needs of everyone. This, seen in the context of the 
Islamic view of life on earth, the nature of the relationship 
between man and man in Islam, and the function of society and 
its basic institutions such as the family and the state, is a very 
important principle. Since it emanates from the core of the 
Islamic view of life which is essentially spiritual and ethical, it 
occupies a higher place in the order of priorities than a similar 
proposition of a modern welfare state conceived at the material 
level and operating in the framework of expediency and 
pragmatism. 

This chapter seeks to study this principle, and addresses such 
questions as: 


- What is the nature of this guarantee? 
~ What is its basis in the Shari'ah? 
How does it relate to the Islamic view of life and where 
does it stand in the hierarchy of Islamic values? 
- What are those needs whose fulfilment is guaranteed? 
- Who are those responsible for fulfilling this guarantee? 
- What are the ways and means for meeting this obliga- 
tion? 
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What are its operational implications in the contemporary 
situation? 


Nature of the Guarantee 


A word on the nature of this guarantee is necessary at the 
outset to clear up any possible misunderstanding. It is not 
asserted that a basketful of life's necessaries would be doled out 
to every individual in all circumstances. Individuals are 
normally expected to fulfil their needs through their own 
efforts. Since this is ingrained in human nature the Shari'ah 
does not proclaim it emphatically. But the Shari‘ah does lay 
down very explicitly that preservation of one’s life is a duty.' 
One is not allowed to starve oneself to death or kill oneself by 
voluntarily depriving oneself of any of the other necessaries 
such as clothing, shelter, etc.? The Shari'ah requires every 
individual to strive for the fulfilment of life's basic needs. 
Living does not, however, mean bare physical survival. What is 
desired is living for a purpose. This requires living with 
efficiency and dignity so that the individual is enabled to pursue 
his purpose. 

This guarantee applies to everyone, irrespective of age, sex, 
race, colour, language, caste or creed, It applies to Muslims as 
well as non-Muslims. The only criterion for eligibility is need, 
without sufficient means to fulfil it. Some members of society 
are permanently placed in this category because of some 
debility, e.g. the invalid, the blind and the chronically ill, the 
very old and the very young, etc. Some are temporarily found in 
this eer such as the unemployed and those with 
insufficient incomes, These types of le are guaranteed 
fulfilment of their basic needs through Acie of direct and 
pile means. It is this guarantee which is the subject of this 
study, 


Basis in the Shari'ah 


‘The guarantee of need fulfilment or the right to a livelihood 
follows logically from the Islamic view of life. It is inferred 
from some texts in the Qur'an. Certain traditions from the 
Prophet state it clearly, while others imply it. The Rightly- 
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Guided Caliphs recognized it to be one of their responsibilities 
and acted accordingly. Lastly, the principle is upheld in the 
juridical literature and affirmed by eminent Islamic thinkers, 
past and present. We shall elaborate these points below. Though 
the principle is generally recognized, it is necessary to cite the 
relevant verses, traditions and precedents as these are not easily 
accessible to all. 

The right to a livelihood follows from the Islamic view of life 
‘8 a test, the status of men and women as vicegerents, and their 
being distinguished from other creatures by a special dignity; 
from the fact that the universe has been well provisioned to 
Sustain human life; and from the cooperative nature of the 
Islamic society. 


1. Life on earth is a test; 


Blessed is He in Whose hand is the Sovereignty and He is 
Able to do all things. Who has created life and death that 
He may try you, which of you is best in conduct, and He is 
the Mighty, the Forgiving (67: 1, 2). 


A test requires the capacity to be subjected to that test. The 
person whose conduct is to be scrutinized must be living and life 
requires the fulfilment of needs. It follows that in order for the 

of creation to be realized, the basic needs of humans 
should be fulfilled. Since a test is meaningful only when one is 
freely able to choose between alternatives, need fulfilment 
should go beyond ensuring physical survival to facilitating an 
efficient life. 


2. Humans are the vicegerents of God on earth? which 
means they have specific functions to perform. This presumes 
that survival as well as para! eeticie slp 5 

The Prophet is reported to have emphasized the same point 
by saying: "The world is green and sweet and Allah would put it 
under your charge and see how you behave."* 

The Qur'an declares human beings to be dignified and 
dignity presumes need fulfilment whereas deprivation is 
contrary to it. 
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Verily We have honoured the children of Adam. We carry 
them on land and the sea and have made provision of good 
things for them, and have preferred them above many of 
those whom We created with a marked preferment (17: 70). 


3. Several verses of the Qur’an affirm that sufficient 
provisions have been made in man’s environment with the 
specific purpose that he should avail himself of these and so 
have his needs fulfilled.* 


And We have given you (mankind) power in the earth, and 
appointed for you therein a livelihood, Little give you 
thanks! (7; 10), 


The fact that provisions provided by the Creator are sufficient 
for all, coupled with His desire that everyone should draw his 
sustenance from these provisions, make it a socially-obligatory 
Juty (fard kifayah) to ensure need fulfilment for such members 
of society as cannot obtain it for themselves. This point is 
further elaborated below (12). 


4. Traditions from the Prophet declare a state of deprivation 
‘0 be undesirable and something which is to be eliminated, 
These traditions and some verses of the Qur'an recognize such a 
late as the basis for entitlement to a provision, Lastly, they 
make the society and its rulers responsible for looking after the 
needy and arranging for the fulfilment of their needs. 

The Prophet prayed: ‘Allah, I ask Thy refuge from apostasy 
ind poverty’, whereupon a person enquired, ‘Are the two 
similar?’ The Prophet said: *Yes,"® He also advised: "Seek 
Allah's refuge from poverty, scarcity and ignominy. 

Primarily, it is one’s own duty to eam a livelihood. The 
Prophet said: “To earn an honest livelihood is a duty (ranking) 
rext to the chief duty (of offering prayers)."* 


5. Islam regards mankind as a brotherhood in which the 
ratural relationship between human beings is that of coopera- 
ion. The Prophet is reported to have said: *I am witness to the 
act that all servants (of Allah) are brethren’, and he urged all to 
ive accordingly: *O, servants of Allah, live as brethren (of one 
nother).'!° The Qur’’n emphasizes cooperation: 
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2 rs ~ ‘one another unto righteousness and pious duty 
~- G2). 


and declares this to be the normal relationship between 
believers: 


And the believers, men and women, are protecting friends 
one of another . . . (9: 71).!! 


It is unimaginable that the needy should go uncared for in 
such a collectivity of brethren and protecting friends, The 
‘Qur'an ascribes denial of this obligation to support the needy to 
the disbelievers, clearly implying that the believers must 
recognize this obligation and live up to it.! 


6. That a state of poverty and deprivation entitles one to 
social support is a principle recognized by the Qur'an and the 
Sunnah sometimes by implication, as in the Qur’anic verses: 

And in whose wealth there is a right acknowledged for the 
beggar and the destitute (70: 24, 25), 


and sometimes directly as in the following traditions: 
It is narrated that Tbn ‘Umar said that the Prophet said: 


»»» & locality in which one has to starve a night is deprived 
of Allah's protection.” 


It is narrated that ‘Ali said that the Prophet said: 


Allah has levied upon the rich among Muslims, in their 
wealth, an amount that would suffice for the poor amongst 
them. If the poor starve or go unclad it is because of what 
their rich are doing. Beware, Allah the mighty and the 
exalted will take a tough account from them and punish 
them with a painful punishment,'* 


Another tradition from the Prophet says: 


Allah revealed to Misi son of ‘Imran . . . I have not 
deprived the poor because My treasure could not afford it 
and My mercy could not accommodate them. But I have 
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appointed for the poor in the wealth of the rich what would 
suffice for them. I decided to test the rich (and see) how 
they behave in respect of what I have levied upon their 
wealth for the poor . . .!5 


It is narrated from Ibn ‘Umar that the Prophet said: 


Protect one who seeks your protection in the name of Allah 
and give to him who asks (for something) in the name of 
Allah.'® 


7. The following verses of the Qur'an also recognize 
poverty as a basis for the entitlement to financial support from a 
variety of sources from which the well-to-do are not to receive 
anything (i.e. fay’,!” zakdh, and property of an orphan under 
one's guardianship): 

‘That which Allah gives as spoil unto His Messenger from 
the people of the townships, it is for Allah and His 
messenger and for the near of kin and the orphans and the 
needy and the wayfarer, that it become not a commodity 
between the rich among you , . . And (it is) for the poor 
fugitives who have been driven out from their homes and 
their belongings . . . (59: 7, 8), 


The alms are only for the poor and the needy, and those 
who collect them, and those whose hearts are to be 
reconciled, and to free the captives and the debtors, and for 
the cause of Allah, and (for) the wayfarers, a duty imposed 
by Allah. Allah is the knower, wise (9: 60), 


Judge orphans till they reach the marriage age, then if you 
find them of sound judgement, deliver unto them their 
fortune, and devour it not by squandering and in haste lest 
they should grow up, Whoso (of the guardians) is rich, let 
him abstain generously (from taking of the Property of 
orphans); and whoso is poor let him take thereof in reason 
(for his guardianship) . . . (4: 6). 


8. ‘The issue was confirmed by the Prophet, in consonance 


with the intention of the Qur'dnic verses cited above, by 
laying down the principle that the rulers bear the ultimate 
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responsibility for arranging the fulfilment of basic needs, The 
Prophet is reported to have said: 
Allah and His messenger are the guardians of one who has 
no guardian.!* 
‘The ruler is the guardian of one who has no guardian," 


One who leaves behind wealth, (the wealth) is for his 
family, and I am responsible for the stranded dependants 
(one leaves behind). 


One whom Allah the mighty, the exalted, puts in charge of 
some of the affairs of the Muslims and he turns his back on 
their needs and necessities and poverty Allah will turn His 
back on his needs and necessities and poverty.?! 


9. Precedents from the Rightly-Guided Caliphs confirm 
this principle, These rulers were conscious of their obligations 
towards the needy and took measures to fulfil their needs. 

“Umar publicly declared that Allah had charged him with the 
responsibility of preventing supplications to Him. An eminent 
jurist explaining this statement observes that the ruler has to 
fulfil the needs of the people so that they are not obliged to pray 
to Allah for the fulfilment of their needs.* On another occasion 
“Umar declared: 


Tam keen to fulfil a need whenever I see one, as long as we 
are collectively capable of doing so. When we can no 
longer afford it we cooperate in living till everyone is 
living at the same level of subsistence.* 


In fact he made it known to everyone that he could always be 
approached by those who needed financial support: 
Whosoever wants to ask me for money should come to me 
because Allah has appointed me the keeper of (His) 
treasury and the disbursor.* 


He was so keenly conscious of this obligation that he thought 
it applicable to animals: ‘If a camel dies unattended on the bank 
of the Euphrates, I am afraid Allah would make me accountable 
for it." 


yin 
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“Umar bin ‘Abd al-‘Aziz was once found weeping, and was 
asked what worried him; he replied: ‘I have taken charge of the 
affairs of the community of Muhammad, so I am worried about 
the hungry, poor, the unattended sick, the warrior (in the cause 
of Allah) the oppressed, the prisoner in alien lands, the very old, 
those with many dependants but little money, and similar 
people ... 2” He too had publicly declared: ‘I will try my best to 
fulfil the need of any one of you to the extent possible if it comes 
to my notice.’ 


10. Juristic opinion affirms the principle of need fulfilment 
and the guarantee of a minimum level of living at two levels. 
Firstly, jurists consider the protection of life to be one of the 
objectives of Shari'ah along with the protection of religion. The 
former implies this guarantee directly and the latter indirectly. 
Secondly, they include need fulfilment in socially-obligatory 
duties (fard kifayah), 

Al-Ghazali notes that ‘the objectives of Shari'ah that relate 
to people are five; that is to protect their religion, life, reason, 
progeny and property.”® Al-Shatibi observes that ‘the divine 
Jaw is designed to protect five basic things. These are religion, 
life, progeny, property and reason." Al-Ghazili has rightly 
noted that religion can be preserved only through acquiring 
knowledge and offering prayers, both of which presume "bodily 
health, survival and availability of a minimum of clothing, 
housing, and other supplies, '*! Hence, the protection of religion 
also necessitates need fulfilment, which is already a must for 
ere another objective of Shari'ah, i.e. the protection of 

life. 


11. Jurists include fulfilling the needs of the destitute in the 
list of socially-obligatory duties (fard kifayah). The nature of 
these duties has been explained by al-Shatibi as follows: 


‘Their being socially obligatory means that their perform- 
ance is not the duty of any particular individual. They 
devolve on the totality of all individuals, so that those 
common interests are protected without which individual 
interests cannot be safe. They reinforce and complement 
the aforementioned (individually necessary objectives of 
the Shari'ah), hence these are also necessary. Individual 
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objectives cannot be realized without the social ones, 
Social objectives relate to the good of all men .. They aim 
al preserving human life. Individuals are the vicegerents of 
Allah amidst servants of Allah, to the extent allowed by 
their abilities and powers, But a single individual has 
hardly the ability to set his own affairs right, not to 
mention the affairs of his family, kinsfolk, tribe, or the 
humanity at large. That is why Allah has entrusted the 
fulfilment of common needs of mankind to society as a 
whole. That is the raison d'étre of the state in society.” 


According to al-Nawawi, socially-obligatory duties include 
the ‘elimination of suffering by providing clothes to the unclad, 
food to the hungry . . ."? 

Ibn Hazm is more specific on this issue: 


It is the duty of the rich in every country to support the 
poor. If the revenue from Zakdh and the fay’ of all 
Muslims does not suffice for this purpose, the ruler will 
oblige them to fulfil their responsibility. Enough funds 
will be mobilized for these (needy people) to provide them 
with food, clothing for summer and winter, and a house 
that protects them from rain, heat and sun and gives them 
privacy.* 


As implied by al-Shiatibi in the text quoted above, the 
ultimate responsibility for assisting the needy in the context of 
socially-obligatory duties rests with the rulers, Al-Ghazali, 
therefore, lays down very clearly that; 


It is incumbent on the ruler to help the people when they 
are facing scarcity, starving and suffering especially 
during a famine or when prices are high. People fail to earn 
a living in these circumstances and it becomes difficult for 
them to make both ends meet. The rulers should, in these 
circumstances, feed the people and give them financial 
assistance from their treasury in order to improve their 
lot.3> 


‘The eminent Hanafi jurist, al-Jassas, makes the same point in 
his commentary on Sarah Yasuf in the Qur’an.** The same 
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opinion has been expressed by al-SarakhsT who has quoted 
Imm Muhammad bin Hasan al-Shaybant in his support.” 


12. There is a consensus of contemporary writers on this 
principle. Mawdiidi, Sayyid Qutb, Mustafa al-Siba‘i, Muham- 
mad Abi Zahrah, Muhammad Bagir al-Sadr, Muhammad 
al-Mubirak and Ydsuf al-Qaradiwi have all affirmed the 
principle that every human being within the territorial limits of 
an Islamic state is to be guaranteed a minimum level of living 
and that the ultimate responsibility in this regard lies with the 
Islamic state.%* 

To sum up the arguments of this section, the principle that the 
basic needs of every human being must be fulfilled, is fully 


ies in this regard, But the ultimate 
responsibility of implementing this principle in practice rests 
with the Islamic state. It is part of the Islamic vision. It is implied 
in the Islamic view of life by the status of human beings on earth 
and the cooperative nature of the Islamic society. It is 

by the texts of the Qur’lin and the Sunnah and by the Caliphal 
precedents, It finds unanimous endorsement by past jurists and 
more recent writers on Islam who have discussed this issue. 


Significance of the Principle 


Before we proceed to examine what needs are covered by this 
principle, it is advisable to note its special significance, Firstly, 
even though the object of the guarantee is certain material 
provisions, its basis is religious. It is part of Islam's religious 
view of life and its neglect will distort that view. It is an 
important objective of Shari‘ah, and its non-implementation 
will defeat the overall purpose of Shari'ah. It is part of the 
religious duties in Islam, and the individuals to whom this duty 
relates neglect it only at their peril in the Hereafter. The 
principle is intrinsic to the nature of Islamic society and its 
neglect will disrupt its social fabric. It is basic to the concept of 
the state in Islam and belongs to the core of its functions. In view 
of the religious nature of this principle, it can neither be 
abrogated nor suspended under any circumstances. Man simply 
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does not have the authority to do so, once the divine nature of 
the Principle is established. It is not predicated by any 
conditions pertaining to a particular stage of economic 
development by a society or the details of its political 
structure. 

Secondly, the principle ranks highly in the objectives of 
SharT‘ah, because it relates to the survival of the individual. The 
objectives relating to the protection of one’s religion, property, 
Progeny or reason are meaningful and relevant only if one 
survives so as to function. It follows that the realization of any 
other objective of Shari‘ah presupposes the implementation of 
this principle. This necessitates that this principle be at the top 
of the agenda for any Islamic activity or movement, and 
especially for the Islamic state, There would be something 
basically wrong with a state or movement which does not 
recognize this priority. A failure to do so cannot emanate from 
strategic considerations, its cause is a misconception about 
Islam itself. 


Needs to be Fulfilled 


1. Once the principle is established, those needs which 
have to be fulfilled can be identified easily. There can be no 
doubt that food, clothing and shelter (i.e. housing) are necessary 
for bare survival. They are included in the list of every writer 
who has discussed the subject. Depending on climatic condi- 
tions and social circumstances, drinking water, fuel and 
electricity would also be part of this package, Medical care in 
case of illness, some education for the illiterate and general 
Islamic instruction for all Muslims, are also regarded as basic 
needs. One can add transport, especially in big cities. The blind 
and the invalid need attendance without which they can hardly 
survive. Some writers have also included such needs as the 
financial support needed to get married. Financial assistance to 
repay debts, aid to buy necessary trade tools and even the 
provision of some facilities for recreation also find mention in 
some studies.*? The basis of all these additions in the list is what 
constitutes necessary provision to ensure survival with efficien- 
cy and dignity. Reference is possible to some traditions from the 
Prophet as well as to precedents from the Rightly-Guided 
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Caliphs on some of these points. Leaving aside the need for 
food, clothing, shelter and medical care, the case for which is 
obvious and derives unambiguously from the principle, we shall 
rote below the precedents supporting the case of other 
needs. 


2. Traditions from the Prophet say that he used to send 
instructors to teach people the tenets of religion as well as 
reading and writing.“® He had appointed Sa‘id bin al-'As to 
teach people in Madinah to read and write.*! “Umar appointed 
teachers for the children in Madinah.” Similarly, ‘Umar bin 
“Abd al-'Aziz appointed salaried instructors for people in the 
village.) Stipends were given by him to students and those 
engaged in academic pursuits 

‘There are precedents from ‘Umar bin al-Khattilb* as well as 
“Umar bin ‘Abd al-* Aziz for supplying attendants to the blind 
and the invalid, etc, ‘Umar is also reported to have provided 
transport for the needy,” and ‘Umar bin “Abd al-‘Aziz gave 
financial grants for marriage.** 

As we have argued above, these precedents only serve to 
strengthen a case already established, For, ‘what is necessary to 
do in order to perform an obligatory duty itself becomes an 
obligatory duty."® Once we establish the principle that 
protection and the preservation of human life through need 
fulfilment is a duty, it becomes a duty to fulfil any need that is 
recognized as necessary for survival. The case for food, 
clothing. shelter, child care, medical care for the sick, 
‘attendance for the blind and the invalid and transportation for 
the stranded is obvious in this context. Al-Ramii states that: "It 
is necessary to provide clothing that covers the whole of the 
body and is adequate for summer and winter. With food and 
drink are included expenses which are equally necessary such as 
doctor's fees, cost of medicine and attendants for the invalid, as 
is obvious,’ 

‘The case for literacy and Islamic instruction derives from the 
efficiency and the protection of religion, Depending on the 
circumstances, other needs can also be added to this list, 


3. To what extent a particular need should be fulfilled is 
again a matter in which, besides the requirements of survival 
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with efficiency and dignity, the economic conditions of a 
society play a decisive role. A standard of need fulfilment 
cannot be set without reference to the average standard of living 
in a country. Things which may be easily dispensed with in one 
country may be necessary for an efficient and dignified living in 
another country. Life would be very hard without a refrigerator 
in New York, though it is not indispensable in Delhi. Another 
factor that would have a decisive influence in setting a standard 
is the economic resources of the country concemed. If a country 
is poor and no great surpluses are available in the society, the 
standard aimed at will be defined more by the requirements of 
survival with reasonable efficiency than by the average standard 
of living in the society. But if a country is rich and the revenue 
from zakdh and fay’ itself can provide the fulfilment of these 
needs to an extent that brings the level of living of the needy 
closer to the average level of living in the society, it should aim 
at these standards, Should it be necessary to tax further, and 
surpluses be available with the rich in society, the same 
standards, i.e. not far below the social average, are recom- 
mended. Like other important issues in the polity of Islam, these 
details are to be decided through a process of consultation 
(shiird). The democratic procedure is expected to throw up 
decisions that are both realistic as well as satisfactory to all 
concerned, But the principle has to be implemented whatever 
the standard of living. Even when the total resources are 
meagre, provision for everyone has to be made to. ensure 
survival if not sufficiency. It is perhaps needless to emphasize 
that such a situation calls for a constant endeavour to develop 
and produce more, The following quotations support our 
argument: 
It is reported by Aba Misa al-Ash‘ari that the Prophet 
said: “When the Ash‘aris face scarcity during Jihdd or are 
short of food in Madinah they collect whatever they have 
‘on one sheet of cloth and then distribute it equally among, 
themselves by the same measure. Hence they are mine and 
T am one of them."s! 
It is reported of Jabir bin ‘Abdullah that he said that the 
Prophet sent a party towards the coast. They were three 
hundred in number and he appointed Abi “Ubaydah bin 
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al-Jarrah as their commander. I was one of them. We set 
off but we had gone only part of the way when our 
provisions fell short. Abi ‘Ubaydah then ordered collec- 
tion of provisions from the whole army and everything 
was collected. The entire collection was two bags of dates. 
He gave us a little every day, till this too was exhausted 
and we were receiving only one date . . 5? 


It is reported of J&bir bin ‘Abdullah that he said that the 
Prophet said: ‘O Muhajirin and Ansar, there are some 
amongst your brethren who have neither wealth nor 
kinsmen so each one of you should admit two or three of 
them (for supporting them)’.** 


A policy statement made by ‘Umar during the year of famine 
n Madinah is very revealing: 


It is reported by Ibn ‘Umar that ‘Umar said: *If I had no 
money to fulfil the need of the people and the only way left 
(to fulfil their needs) was to make every household share 
their provisions with an equal number, everyone being 
only half fed, till Allah gave us rain, I would have done so, 
For men can still survive on half the food they need." 


These precedents clearly indicate that the guarantee of a 
ninimum level of living must be available to every individual, 
ven though this minimum has to be decided in accordance with 
he actual conditions. It may be very low in extremely bad 
ircumstances when there are no surpluses to be mobilized. But 
n normal conditions it is defined with reference to the average 
tandard of living in a society. 


Vays and Means of Need Fulfilment 


1, The above discussion has already taken care of the 
juestion as to who is responsible for fulfilling the needs of the 
eople. Since it is characterized as fard kifayah (a socially-obli- 
jatory duty), the voluntary action of well-to-do individuals is 
xpected to play a substantial role in this connection. Besides 
ndividual action we can envisage an active role on the part of 
ssociations and organizations. The institution of charitable 
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endowments or awdf in Islam is a typical example of how 
Private initiative may result in semi-public arrangements for 
need fulfilment. 

As we have argued above, the ultimate responsibility for need 
fulfilment rests with the state. Traditions from the Prophet and 
the Caliphal precedents quoted above confirm this view, As we 
have seen above, the state is ultimately res ible for all 
socially-obligatory duties, and need fulfilment is a socially- 
obligatory duty. There is unanimity on this point among 
contemporary writers on Islam who have discussed this issue. 
What needs to be explored further is the proper way and means 
of doing so in the modem context. The available precedents 
pertain to an entirely different set of conditions. The increase in 
the population, the development of transport and communica- 
tions, the advance of technology, the multiplication of 
administrative facilities and the existence of a variety of social 
organizations have opened up new possibilities and at the same 
time have enlarged the dimensions of the task itself. 


2. The first source of an individual's need fulfilment is his 
own income. He is normally expected to provide for himself and 
his wife and children by earning through services currently 
rendered and/or out of income from assets inherited or acquired 
in the past, A large number of individuals in any contemporary 
society have, however, neither income nor assets. Most of these 
are able to work and are willing to do so, but they cannot find a 
job. There is yet a larger group whose income (from both 
sources) is less than sufficient. Though the immediate objective 
of the guarantee is to extend assistance to them, in cash or kind, 
to fulfil their needs, the long-run objective should be to help 
them acquire remunerative jobs so that they can fulfil their 
needs on their own. This policy has some precedents in the 
Sunnah. 


3. The next source of need fulfilment for a person is support 
from his near relatives. In certain cases this obligation is legal, 
The husband has to provide for his wife irrespective of his or her 
financial condition, Next come one’s parents and children, 
One’s obligation towards them, however, depends on one being 
financially capable of doing so. A person with sufficient means 
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is obliged to provide for his needy parents, needy offspring as 
long as they are minors, and for such adult offspring as are 
incapable of providing for themselves because of sickness or 
debility. Thus far, all schools of Islamic law are unanimous. 
Opinions differ regarding one’s entitlement to obligatory 
support from other relatives. According to Ahmad bin Hanbal, 
an individual with means is obliged to support any needy 
relative from whom he might inherit upon his death.*” For other 
opinions and the relevant details a reference to proper sources is 
advisable, For our purpose it is sufficient to point out the role 
these obligations are likely to play in the context of the 
guarantee that is the subject of this study. Social pressure as well 
as the courts would ensure that this role is carried out 
effectively, 


4. Private charity and support from philanthropic organiza- 
tions and voluntary associations can also be a substantial source 
of support for the needy. It has been especially so in the Islamic 
society, But person-to-person help is incapable of playing as 
effective a role in the modern industrial society, especially in 
the urban metropolis, as it used to do because of the lack of 
direct contact and communication between individuals. It is 
much easier and far more effective for those willing to help, to 
Operate through an association or social agency than to 
personally locate the needy and take care of their needs. For the 
needy too it is easier to approach institutions rather than 
individuals, There will always be some scope for person-to-per- 
Son support, but more reliance has to be placed on institutions. 
Assuming that the zakah of the apparent wealth (c.g. cattle, 
crops and merchandise) will be collected by the state, and part 
of the zakah on non-apparent wealth (e.g. cash holdings and 
bullion) may also be mobilized by it, the obvious sources of 
funds for these institutions are voluntary zakdh payment on 
non-apparent wealth, general charity and revenue from en- 
dowments, It is difficult to specify what forms these institutions 
will take. One can refer to the forms prevalent in the Muslim 
society like orphanages, free hospitals, free educational 
institutions, guest-houses for the wayfarer, etc. One can also 
borrow from the contemporary charitable institutions, especial- 
ly in the West which play a major role in the areas of health and 
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education, and care for the invalid, the very old and the very 
young. 


5. There are some temporary or accidental needs for which 
an individual with means can provide in advance. For example, 
an individual can provide for his old age by saving part of his 
income during his working life, or can protect himself against 
accidents resulting in a loss of income-eaming capacity through 
insurance. Since the individuals’ failure to do so would increase 
the burden on the Social Authority and its need fulfilment 
programmes, it should step in to make the necessary arrange- 
ments. Thus, a state-administered scheme of social insurance 
can take care of old age, temporary unemployment, sickness, 
industrial accidents and similar eventualities, Financially-capa- 
ble individuals should be obliged to make suitable contributions 
out of their earnings so that they are assured of adequate support 
when it is needed. Medical care in the case of sickness can also 
be supplied on the same basis. In order to cover those who are 
‘not in a position to make any contributions, either because they 
are nol earning or because their incomes are very low, the state 
has to make contributions over and above those it can mobilize 
from the financially-capable beneficiaries. It is important to 
remember this point as we proceed to examine the sources of 
funds for a state-administered comprehensive programme of 
need fulfilment. 


6. As noted above, the ultimate responsibility for need 
fulfilment rests with the Islamic state. Should a needy 
individual fail to find support from his near relatives and other 
private sources, the state is obliged to come to his assi- 
stance. 

‘The different ways in which the state can do so are discussed 
in the next section. Before taking up that discussion, let us look 
at the sources of funds required to finance such a state 
programme. The source funds for a state-administered social 
security programme are revenue from zakah, and other state 
revenue and taxes levied especially for this purpose. In 
principle, a recourse to the last source is called for only when the 
first two means do not suffice for the purpose. rs 

That the major object of zakdh revenue is need fulfilment is a 
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point which need not be argued here as sufficient literature is 
already available on this subject.** Some appropriation from 
general state revenue is justified on the ground that this revenue 
would normally include fay’, which has to be used for this 
purpose in case zakdh revenue does not suffice. This has been 
stressed by several jurists quoted above. The only point that 
needs substantiation is the right of the Islamic state to tax the 
rich for this purpose. These are taxes over and above those 
provided in the Shari'ah, e.g. zakah, and distinct from those 
necessitated by the society’s mandate to the state to maintain 
civil amenities and public utilities. The case has been stated well 
by Ibn Hazm as already noted: ‘It is the duty of the rich in every 
country to support the poor. If the revenue from zakdh and the 
fay’ of all Muslims does not suffice for this purpose, the ruler 
will oblige them to fulfil their responsibility. Enough funds will 
be mobilized for these (needy people) to provide them with 
food, clothing for summer and winter, and a house that protects 
them from rain, heat and sun and gives them privacy.’*? 

This is, in principle, the stand emerging from Islamic 
jurisprudence. In fact, our argument in the earlier sections 
inevitably leads to the conclusion that the Islamic state has a 
right to tax the rich to ensure need fulfilment, should normal 
sources of revenue not suffice for this purpose. The reason we 
do not find very explicit texts on this issue in the early 
compendia of Islamic law is because such a situation rarely 
obtained in that period, the normal revenue of the public 
treasury being sufficient for this purpose. Whenever the need 
for additional taxation did arise, jurists came forth to affirm this 
right. Apart from the above text from Ibn Hazm, we have the 
opinion of al-Shatibi, al-Ghazali,®! ‘Izuddin bin ‘Abd 
al-Salam,? al-Mawardi,®? Abi Ya‘la. the Maliki jurist 
al-Baji," and the Hanafi jurists al-Sarakhsi® and al-Qurqubi,” 
affirming the state's right to levy additional taxes in certain 
circumstances, 


7. Before concluding this section on the ways and means of 
ensuring need fulfilment, it is important to note that in the long 
Tun it requires increased production and an ensured economic 
growth. To divert part of a rising GNP to the poor is easier and 
less painful than doing so out of a given total income. The 
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Programme of need fulfilment should be conceived as part of a 
dynamic process of growth and redistribution in which a more 
equitable distribution contributes to growth by Taising the 
productivity of labour and so higher levels of GNP facilitate a 
more equitable distribution. 


Contemporary Policy Implications 


1. How should a modem Islamic state handle this issue? No 
Jess important than the actual implementation of the guarantee 
is a clear declaration of intent. The constitution of an Islamic 
state must contain a clause incorporating this principle, This is 
needed to reassure the weak and the poor that the state stands by 
them as well as to ensure that no government fails in its duty. In 
fact, the clause should be justiciable so that any citizen, not 
necessarily those affected, could go to court to secure the 
implementation of this principle. There must be a way for the 
‘one actually in need of food, clothing and shelter, etc. necessary 
for survival, to get his need fulfilled through some social agency 
which is easily accessible. No other conditions should be 
attached to this facility except the actual need, While the 
help-seeker may subsequently be obliged to work if he can, the 
fact of being in need of food, clothing, shelter or medical care 
should be sufficient to entitle him to support from the 
appropriate state agency. 


2. Before we consider some policies likely to ensure 
universal need fulfilment we note three principles that will 
guide us in this discussion. Firstly, there should be the least 
interference with the market process which results in the pricing 
of commodities and factors, allocates resources and distributes 
the product. Secondly, the long-run objective should be to 
enable the needy to acquire the necessary means to fulfil their 
needs on their own, making social grants unnecessary, Lastly, it 
is imperative that the objective of need fulfilment is realized in 
the short run as well as in the long run, whatever the extent of the 
interference with the market process it may involve. Under no 
circumstances is this objective to be sacrificed for other goals 
such as growth or freedom, The degree of need fulfilment and 
the standard of living that is actually guaranteed to the poor in 
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the short run is, however, to be determined by taking these goals 
into consideration, especially the requirements of long-run 
growth on which future improvements in this standard also 
depend. 

We shall indicate below some policies suitable for ensuring 
need fulfilment in the contemporary situation. In doing so, we 
draw upon Islamic traditions as well as contemporary experi- 
ence. The list is by no means exhaustive. Any other policy that 
serves the end and fits into the framework of Islamic values can 
be included in the package. 


3. Direct Transfer of Income to the Poor 


‘The direct transfer of income to the poor is a well established 
policy in the Islamic tradition, It came into effect with the 
introduction of the obligatory zakah levy in the second year 
after Hijrah® in the Islamic state of Madinah. In the short run, 
this method is preferable to some of the other methods 
discussed below as it involves the least interference with the 
market process, hence its allocative effects are minimal. 

Assuming that the income transferred to the poor comes out 
of taxes levied on the rich, resources will be redirected from 
what the rich would have demanded, had there been no taxes, to 
what the poor would demand, as they receive this income. 
Resources may, therefore, be redirected from the production of 
luxuries and comforts to that of necessities. This is definitely 
desirable, 

‘Taxes would also cut into the savings of the rich, reducing the 
social surplus available for investment and capital formation. 
On the other hand, the productivity of labour would be expected 
to rise both in industry and agriculture as universal need 
fulfilment results in better health, improved education, etc. A 
sound policy package would, however, have to keep an eye on 
long-term investment, especially in present-day underdeve- 
loped Muslim countries. 

‘The least that a contemporary Islamic state must do is to levy 
zakah and use its yield to finance its income transfers 
programme. Should this yield fall short of the need, additional 
taxes have to be levied, as noted above, It is difficult, in the 
absence of any empirical studies, to decide whether and to what 
extent this would be needed in present-day Muslim countries. 
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One tends to suspect, however, that in most of the poor Muslim 
countries additional taxation would be needed to finance a 
Programme of universal need fulfilment. A few points in 
relation to such taxation are, therefore, in order. 

It is imperative that additional taxation should not hit the 
poor, Indirect taxes would not, therefore, qualify for this 
Purpose except when they relate to luxury items of consump- 
tion. Two obvious targets for additional direct taxation are 
capital gains and economic rents.” Such taxation does not have 
any disincentive effect. The taxation of these incomes does not 
affect the behaviour of those taxed, Besides the justification 
provided by social need, the taxation of capital gains and 
economic rents is also justified by the fact that the causes giving 
rise to these incomes are mostly social. Generally speaking, the 
efforts of those individuals who receive these incomes play a 
minor role. 

An income transfers programme should focus, in the first 
instance, on the old, the blind, the chronically ill and the invalid, 
widows and other women without support, and children 
belonging to poor families. Coupled with a social insurance 
programme mobilizing contributions from those who can pay, 
the coverage of this programme can be broadened to cover all 
families. We can then add to this the temporarily unemployed, 
the victims of industrial accidents, the self employed with 
insufficient incomes and those whom the market considers to be 
unemployable. People in all these categories may be covered by 
the income transfers programme subject to the proviso that they 
are not already covered by the obligatory support from their 
relatives as explained above, or by any other social arrange- 
ment, Since the number of people in these categories may be 
substantial, amounting to about half of the total population of a 
country in certain cases,” such a programme could only be 
implemented in phases. It is also necessary to consider how far 
some of the other methods discussed below can relieve the 
income transfers programme of its burden. 

One important issue that deserves consideration in this 
context is that of the effect of an income transfers programme on 
the incentive to work. It is argued that when need brings 
income, the needy may not feel obliged to work in order to eam 
their living. Worse still, some who are working may stop doing 
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so and enter the category of the needy. If this is allowed to goon, 
production may decline, surpluses that can be mobilized 
through taxation may dwindle, while the needed income 
transfers may grow ~ a situation which is impossible to handle. 
This nightmare is, however, the result of exaggeration. To begin 
with, the quantum of assistance available under the pro; 

of income transfers is not sufficient to cover all the needs of a 
person, hence the incentive to work and earn more would still be 
there. It has been rightly observed that *. . . dynamic aspects of 
raised consumption goals after higher income is attained may 
stimulate work effort in a drive for higher income."7* Moreover, 
‘research does not support the view that modest income 
guarantees have a serious negative effect on work motives’. 


4, Public Provision of Consumption Goods and Services 


Public provision of essential consumption goods and services 
is a more efficient method of need fulfilment than income 
transfers, at least in certain circumstances, The case has been 
argued well by advocates of the ‘basic needs’ approach.” 
Consumers are not always efficient optimizers, especially as 
regards nutrition and health, Sometimes they spend their 
meagre income on items dictated by customs and rituals to the 
neglect of food and other essential needs. Some basic needs 
such as health, education, safe water and sewerage cannot be 
met efficiently by private purchases.”> Furthermore, money 
spent by the poor generally buys lesser quantities of goods and 
services.’ They buy in small quantities from retailers in the 
locality who charge higher prices. Sometimes they buy on 
credit, paying still higher prices. A direct supply of essential 
consumption goods and services would ensure that basic needs 
are met first and at a lower cost to society, 

This policy further recommends itself on the ground that the 
consumption of the goods and services supplied under this 
Programme would raise the efficiency and productivity of the 
labour force thereby increasing social production and raising 
the income-earning capacity of the poor, thus decreasing the 
need for income transfers. 

This policy too has strong precedents in the Sunnah since the 
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zakah on agricultural crops and cattle was collected in kind and 
distributed in kind. Collections from a region were distributed 
in the same region, being diverted to other regions only when 
there were no qualified takers left or when there was greater 
need somewhere else, The general policy was to supply the poor 
with a year's supply of food grains.” When the Public ‘Treasury 
began to receive non-zakah revenue, e.g. the spoils of war and 
fay’, the supply programme was also extended to cover the 
Leas in the form of annual grants in cash and/or in 
ind. 

It is not necessary, however, that the supply of goods and 
services under this programme be entirely free of charge to all 
beneficiaries. Free supplies may be restricted to a target 
Population, while others are obliged to pay for what they 
receive. Some items may be supplied at a subsidized rate to the 
poor, others paying the market price. In certain cases, a policy of 
price restraint may be adopted so that everyone gets the goods 
Or services concemed at a subsidized price, It is not possible, 
however, to list all the possibilities here. Some options are 
indicated merely to underline the fact that a specific decision 
would be needed in each particular case. 

It is difficult to draw up a list of items for inclusion in this 
programme which would suit every Islamic country. Such a list 
has to be drawn up after examining the needs and resources of 
the country concerned, But a general recommendation can be 
made keeping in mind the needs whose fulfilment is required, 
and the conditions prevailing in underdeveloped Muslim 
countries. In general, we propose six items for inclusion in such 
a programme: 


(i) Supply of food grains and other essential consumption 
goods such as cooking oil, cloth, kerosene oil, sugar, 


etc; 

(ii) school meals and milk for children; 

(iii) medical care; 

(iv) education and training; 

(vy) transport and communications; aL 

(vi) housing, including sanitation, electrification and safe 
drinking water. 


The inclusion of these items in a programme for the public 
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provision of goods and services seems to be necessary for 
giving effect to the guarantee which is the subject of this study. 
The problem is how to administer such a programme in 
countries which lack not only the resources but also the 
institutional infrastructure for doing so. 


i) 


(ii) 


(iii) 


Zakah, including ‘ushr or its half (ic, zakah on 
agricultural crops) provides a starting point. An Islamic 
state has to readjust its administrative machinery for the 
collection and disbursement of zakah. It can form the 
nucleus for handling the first item in the above list, at 
least to begin with. The immediate target lation 
should be the rural poor, the surplus being transferred to 
the urban poor, if any. In the beginning, only such items 
may be supplied as are actually collected but later on 
other essential items may also be included, funding their 
acquisition from the zakdh revenue. 


The free supply of milk and lunch packets to small 
children during school hours goes a long way in fighting 
malnutrition and ensuring healthy growth. The cover- 
age should be universal but parents with means may be 
obliged to pay, if necessary. Funding may come partly 
out of zakdh revenue and partly out of general revenue. 
Milk-cattle collected locally as zakah may be handed 
over to the local school for supplying free milk to the 
children. In the absence of a school building the local 
mosque may serve as the place from where this 
programme can be implemented. 


Medical care should be provided for all, but its cost may 
be partly covered by obligatory health insurance 
contributions from those with incomes above a certain 
level. This should be the ultimate target, but many of the 
poor Muslim countries have a long way to go before 
they can implement such a programme. Details of a 
phased programme have to be worked out in each 
country separately, The minimum to begin with is a 
state-funded hospital in every region supplying free 
services to the poor. Until such time as this is available, 
reliance has to be on the income transfers programme 
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which could enable the poor to fulfil their needs from 
the market. 


Universal literacy and primary education are ends in 
themselves. But they also make a significant contribu- 
tion towards reducing poverty — inadequate education is 
‘one of the main causes of poverty. Education is also, 
“seen as a means of meeting other ‘'core’’ basic needs 
(such as adequate nutrition, clean drinking water, and 
primary health care) .. . mainly because it provides the 
necessary knowledge for change in current practices 
and the skills to better use the services provided,” 
Besides general and Islamic education, there should be 
special arrangements for vocational training and the 
creation of skills among the poor, This would help 
improve carnings, decreasing the burden on income 
transfers and other anti-poverty programmes. In so far 
as the beneficiaries are the poor, funding may come out 
of zakah revenue. It is desirable, however, to offer free 
primary education to all, At the higher levels, education 
may be subsidized in varying degrees, depending upon 
who the beneficiaries are. It is not possible, however, to 
always restrict the benefits to the poor. Funding has to 
be out of general tax revenue where benefits flow to the 
rich and the poor alike, providing cash assistance to 
students from low income families to sce them through 
higher education, 


Free housing may be provided for the very poor from 
the zakah revenue. Otherwise, a programme of low rent 
subsidized public housing should be launched for the 
benefit of low income families. Sanitation may be 
arranged by local civic authorities financed out of the 
local rates levied on households with means. A high 
priority should be attached to the supply of safe 
drinking water in both urban and rural areas. Wasteful 
use could be prevented by charging higher rates above a 
certain level of consumption, The very poor should 
have access to free supply from public supply points. 
‘The avoidance of waste and the proper maintenance of 
public supplies would require popular participation. 
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The same principles may apply to electricity and the 
supply of fuel for cooking and heating wherever needed 
and feasible, As indicated above, funding may come out 
of zakah revenue in so far as the beneficiaries qualify 
for zakah, the remainder being mobilized through 
additional taxation and the relevant rates charged. 


5, Intervention in the Commodity and Factor Markets 


The state should normally try to ensure fair practices on the 
part of all economic agents, leaving the prices of commodities 
and factors to be determined by the market. Intervention may 
however be necessitated by three considerations: (a) the 
urgency of need fulfilment, (b) the unbalanced and unjust initial 
distribution of income and wealth which deprives sections of 
the population of any access to the market, and (c) the fact that 
actual markets are never free of corrupt practices, The aim of 
intervention in the commodity market is to ensure adequate 
supplies of essential consumption goods and services at 
reasonable prices. Intervention in the factors market would aim 
at ensuring fair wages to labour, a fair deal between capital and 
enterprise, preventing rents from reaching unfair levels and, in 
the long run, giving effect to the other allocative and 
redistributive goals of the state's economic policy. The right of 
the Islamic state to do so in certain cases is fully established in 
the Shari'ah.*) 

Though the best way to ensure poor people's access to the 
murket is to secure a more equitable distribution of income and 
wealth, this can only be done in the long run, Meanwhile, 
‘intervention in the commodity markets to influence both the 
pattern of output and relative prices is a potentially important 
instrument of distributive policy."® We have already indicated, 
in the preceding section, the need to subsidize certain essential 
consumption goods and services. The diversion of scarce 
resources from the production of luxuries to that of necessities 
may call for taxes on the domestic production of certain items or 
tariffs on their import, 

Direct intervention in the labour market is beset with 
problems. A minimum wage legislation, it is often claimed, may 
increase unemployment and create more needs than it fulfils. It 
is difficult, however, to do justice to this issue in this study 
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where we are only considering it in the context of need 
fulfilment. In any case, an effective programme of income 
transfers and the public provision of consumption goods would 
make a minimum wage legislation obsolete.’ A policy of 
restraining the prices of wage goods and extending credit and 
other facilities to small-scale industries is more likely to help the 
poor by ensuring the greater absorption of labour. ‘Small-scale 
employers tend to use production techniques that are more labour 
intensive and can more readily employ the less educated labour 
from the poverty groups."* The rural poor and the urban self 
employed may be helped by providing them with credit, 
marketing facilities and such infrastructure as roads, transporta- 
tion and communication, etc, Public investment programmes 
may aim to help target populations as well as indicating better 
techniques. In-job training and skill creation programmes may be 
given high priority in the public sector and encouraged in the 
private sector with suitable incentives, Manpower planning and 
development should go hand in hand with the programmes of 
income transfers and the public provision of consumption goods 
to ensure an increase in productivity and earnings. 

The prohibition of interest and its replacement by profit 
sharing is expected to result in a more rational allocation of 
resources and a more equitable distribution of incremental 
income. Need fulfilment may, however, require redirecting 
investment to sectors of the economy catering to basic needs. 
One way of doing so would be to extend credit facilities to these 
sectors on more favourable terms. Profit-sharing funds could be 
supplied to these sectors at lower ratios of profit sharing, Le. the 
suppliers of funds claiming a smaller percentage of the actual 
profits than being claimed in the market, This could be arranged 
by the Central Bank either by setting up a special agency for this 
purpose or by providing the commercial banks with suitable 
incentives for doing so. : 

Rising urban rents, caused partly by the migration of labour 
to the urban centres, have often forced the social authority to 
resort to rent control. But this cannot be a permanent solution, 
and a more comprehensive approach to the problem is 
necessary. For the purpose of need fulfilment greater reliance 
has to be placed on public housing for the poor and the supply of 
easy credit for house building to the middle income groups. 
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6. Ownership and Control of Assets 


A major cause of poverty and need, in which about half the 
population of Muslim countries finds itself, is the inequitable 
distribution of land and other income-yielding assets. Redi- 
stributive measures are justified on two grounds. Firstly, the 
existing distribution of land is mostly the result of unjust and 
un-Islamic practices in the past. Secondly, a reduction in 
inequality in the distribution of income and wealth is a desired 
goal of economic policy in Islam.** In the context of our study, 
the guarantee of a minimum level of living to all is best ensured 
by a more equitable distribution of income-yielding assets in the 
Jong run. 

“We can distinguish between two approaches in this context: 

a static redistribution of an existing stock of assets and a 
dynamic approach aiming at altering patterns of asset accumu- 
lation over time." Land reforms aimed at transforming tenant 
cultivators into smallholders is one example of the former. Such 
4 policy is recommended by eminent contemporary Islamic 
thinkers who have also discussed the justification of doing so 
from the Shari'ah point of view,"? Another possible measure 
would be to transfer some shares of the existing joint stock 
companies and corporations to people with very low incomes. 
They could be encouraged to do so by making a token 
contribution out of their own savings, while the rest of the price 
of these shares could be contributed by the state and the 
employers. The first target population for such a programme 
could be employees to whom some shares of the employing 
corporation may be transferred at concessional rates. 
__ Itis easier, however, to channel some of the newly-created 
income-yielding assets to the poor. This is especially so in the 
case of public sector enterprises for which capital is acquired by 
selling shares to the public. Elsewhere we have discussed how 
shares based on partnership or mudarabah (profit sharing) can 
be floated for this purpose,** We propose that some of these 
shares be earmarked for the poor, The financing of this project 
may be from the same sources out of which the income transfers 
programme is financed. 

A sizeable number of the poor earn their living by driving 
taxis, pulling tickshaws, sewing, etc. In most cases the vehicle 
or the machine concemed is owned by others, and is hired out to 
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these people. A project to help these people become owners 
could raise their income-caming capacity. This would require 
the setting up of some organizations for this purpose and the 
provision of credit facilities. The agency or organization set up 
for this purpose could offer, for example, to provide a tailor with 
a sewing machine on interest-free credit to be paid back in easy 
instalments. The same principle could be applied to rickshaws, 
taxis, transport trucks and other mechanical means of self 
employment. How far zakah funds can be used for financing 
such a project needs investigation. There is a prima facie case 
for doing so when the target population is comprised of people 
entitled to zakdh funds.*° 

The pattern of accumulation in the economy which deter- 
mines the growth of different assets over time can also be 
influenced in other ways:” ‘Rural development programmes 
aimed at providing a balanced addition to (and improvement of) 
rural infrastructure in the form of land improvement, drainage, 
small irrigation, feeder roads, credit and marketing institutions 
and so on, provide one example of this approach.'?! 

Complementary to all efforts, the state should constantly 
endeavour to improve the educational standards of the poor. In 
order to increase the income-earning capacity of the poor, more 
attention should be paid to the creation of useful skills rather 
than to general education. Similarly, in the context of a basic 
needs strategy, the problem of descaling (that is, production in 
smaller units and for scattered markets) will be particularly 
important, as would the design of new products or adapted 

ts to satisfy basic needs.” The training programmes 

should be designed to produce middle-level technicians and 
skilled workers needed for implementing such a strategy. 


7. Role of the Private Sector 


A comprehensive need fulfilment programme calls for 
popular participation at all levels. It especially calls for the 
active cooperation of the private sector in promoting the 

iate technology, creating job opportunities, providing 
in-job training, and securing a pattern of output that suits 
universal need fulfilment. Since profit maximization policies 
may not always lead to this pattern, and since the price signals 
cannot guide need fulfilment policies in an economy with an 
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inequitable distribution of purchasing power, there would be a 
need to rectify the errors of and compensate for the deficiencies 
at all levels, Since decisions rest on information which can be 
collected more easily by public agencies, this would entail the 
private sector being assisted by the Social Authority and the 
agencies set up by it, Consumers, labourers, and the producers, 
etc. should also be involved at various levels. 


8. The Need for International Cooperation 


In view of the magnitude of the problem, it would not be 
possible for most of the poor countries to succeed in 
guaranteeing universal need fulfilment unaided by the rich 
countries.”’ Cooperation among all Muslim countries in a 
region and between the rich and the poor ones on an 
international level would be required to implement these 
programmes and to shorten the period of time within which 
need fulfilment can be ensured on a global level. 

Leaving the other dimensions of international cooperation to 
Separate studies, it seems in order to make a general point 
relating to cooperation among Muslim countries and commun- 
ities. The texts of the Qur'an and the Sunnah relating to 
cooperation and to the obligation of the haves towards the 
have-nots speak of the community as a whole. This obligation 
cuts across national boundaries, though the first responsibility 
of any country is its own poor. Suitable measures must, 
therefore, be adopted for inter-Islamic cooperation in the drive 
towards universal need fulfilment, Grants, interest-free credit, 
job opportunities, technical assistance, joint projects for 
research and development, and trade are some of the numerous 
possibilities which should be fully explored. 


Summary and Conclusion 


This brief study has argued that fulfilment of the basic needs 
of all human beings is one of the primary objectives of 
organized Islamic living. The principle is rooted in the Islamic 
worldview and the nature of society and state in Islam. It is 
established fully in the Shar7‘ah, being based on texts from the 
Qur'an and the Sunnah, Caliphal precedents and juristic 
consensus. Man cannot abrogate or suspend this Principle in 
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view of its religious nature. The needs to be fulfilled include 
food, clothing, shelter, medical care and education. In certain 
cases they also include transportation, care-taking and attend- 
ance. The standard of need fulfilment should depend on the 
average standard of living in a society and on its economic 
resources, The individual himself, his near relatives, the 
neighbourhood and the society in general, each must recognize 
its responsibilities in this context, But the ultimate responsibili- 
ty for implementing this principle, in practice, rests with the 
Islamic state — need fulfilment being fard kifdyah. The 
constitution of an Islamic state must contain a clause guarantee- 
ing fulfilment of the basic needs of every human being living 
within its territorial jurisdiction, 

‘The contemporary situation in Muslim countries calls for a 
comprehensive approach to the problem. The direct transfer of 
income to the poor, the public provision of consumer goods and 
essential services, intervention in the commodity and factors 
markets with a view to restraining certain prices and ensuring 
adequate supplies of needed goods, are some of the policy 
measures which must be taken. The situation also demands a 
long-term strategy of redistribution so that a more equitable 
distribution of income and wealth decreases the need for direct 
transfer. Land reforms aiming at transforming tenant cultivators 
into small farmers and facilitating the purchase of shares of 
public sector enterprises by the poor are recommended in this 
context. Manpower planning and development should accom- 
pany need fulfilment in order to raise productivity levels and 
increase earnings, The private sector has an important role to 
play in this connection, The resources for funding these 
programmes may come out of zakdh revenue, other state 
revenue, contributions from beneficiaries with some means, 
and additional taxes levied for this purpose. Grants and 
interest-free credit from rich countries to the poor ones are ai 
necessary to implement such a programme. There is a greal 
need for aes caeene and international co-operation to help 
poor countries ensure that their need fulfilment programmes are 
successful. a “ps 

Once the necessity of guaranteeing a minimum level of living 
to every human being is recognized as a part of the Islamic 
vision, it is hoped that the society as well as its leaders and rulers 
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will be able to mobilize the will as well as the ability to realize it 
in practice. 
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CHAPTER TWO 


Public Expenditure in an 
Islamic State 


Introduction 


This chapter discusses the principle of public expenditure in 
an Islamic state. A perspective is set stating the economic goals 
of the state in Islam: need fulfilment, reduction of inequality and 
development. Employment, stability and scientific progress are 
the subsidiary goals to be pursued to ensure fuller realization of 
the main goals. This discussion is followed by a statement of the 
functions of the Islamic state which involves three categories 
under which the main heads of public expenditure are 
studied: 


(i) Permanent heads of expenditure mandated by the 
Shari‘ah which includes defence, law and order, 
da‘wah, need fulfilment and the like. 

(ii) Expenditure necessary under present circumstances 
which includes protection of the environment, capital 
formation and expenditures necessary for stabilization 


(iii) Expenditure required to organize additional activities 
assigned to the state by its people. 


The analysis of public expenditure is followed by a 
discussion on equitable distribution of the benefits of public 
expenditure. This is followed by an attempt to construct atheory 
of public expenditure in Islam based on four overlapping but 

ly distinct planes: explicit command of Allah, fard 
kifayah, market failure and democratic decision by the people. 
Then we briefly examine the possible adverse effects of public 
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expenditure on the incentive to work and the incentive to save 
and how this effect can be minimized in the Islamic framework. 
This is followed by a discussion on the desirability of limiting 
public expenditure with a view to protecting individual 
freedom. Then we explore the possibility of assigning priorities 
to expenditures in the light of the objectives of the Shari‘ah and 
in view of scarcity of resources. In conclusion, we note the wide 
scope, the clear rationale and the welfare-oriented nature of 
public expenditure in Islam, 


The Perspective 


An Islamic state has a purpose. Broadly stated, it is to 
establish a good society with justice, peace and security, where 
life flows in accordance with what Allah has willed for 
man, 


Allah has promised such of you as believe and do good 
works that He will surely make them to succeed (the 
present rulers) in the earth even as He caused those who 
were before them to succeed (others); and that He will 
surely establish for them their religion which He has 
approved for them, and will give them in exchange safety 
after their fear, They serve Me. They ascribe nothing as 
partner unto Me, Those who disbelieve henceforth, they 
‘are the miscreants.' Those who, if We give them power in 
the land, establish worship and pay the poor due and enjoin 
the right and forbid the wrong. And with Allah rests the 
final outcome of all events.? 


We verily sent Our messengers with clear proofs, and 
revealed to them the Scripture and the Balance, that 
mankind may observe right measure; and He revealed iron 
wherein is mighty power and (many) uses for mankind, 
and that Allah may know him who helps Him and His 
ee though Unseen. Lo! Allah is Strong, Almigh- 
ry. 


The power of the state is to be exercised in a democratic 


manner, i.c., matters relating to public interest are to be decided 
in consultation with the people. 


“4 


Public Expenditure in an Islamic State 


And those who answer the call of their Lord and establish 
worship, and whose affairs are a matter of counsel, and 
who spend of what We have bestowed on them.* 


--. and consult with them upon the conduct of affairs. And 
when you are resolved, then put your trust in Allah. Lo! 
Allah loves those who put their trust in Him.5 


The rulers should do all that needs to be done for the good of 
the people. Said the Prophet: ‘One to whom Allah entrusts a 
people [to look after] and he does not serve them sincerely will 
never get [even] the smell of the paradise.’6 

“A nuler in charge of the affairs of the Muslims who does not 
strive for them and serve them sincerely shall not enter the 
paradise with them."? 

‘On the other hand, it is the di f individuals to be sincere to 
the state, The Prophet has said: “The [essence of] religion is 
sincerity, the [essence of] religion is sincerity, the [essence of] 
religion is sincerity.’ Asked, ‘Sincerity to whom, O messenger 
of Allah?", he replied, “To Allah, to His Book, to His Prophet 
and the society of Muslims and its rulers,"* 

Within the general framework in which the Islamic state 

it has to aim at three economic goals, besides other 
social, political and spiritual goals. The three economic goals 
are need fulfilment, reduction of inequalities, and development, 
Itis neither possible nor necessary to argue this point in detail in 
this study. 

In the previous chapter we have argued in the light of the 
Qur'an, the Sunnah and precedents from the first four caliphs 
that an Islamic state is charged with these duties on a permanent 
basis. It must guarantee fulfilment of basic needs to every 
human being within its jurisdiction. It must prevent concentra- 
tion of wealth, It must keep the country strong. Besides these 
goals, which have a permanent basis in Shari'ah, three more 
policy objectives assume importance in the context of modem 
conditions. These are employment, stability and progress in 
science and technology. Unless these objectives are pursued, it 
will not be possible to realize the goals of need fulfilment, 
reduction of inequality and development. Moreover, it is hardly 
possible, in the present situation, to establish a just economic 
order without stabilization policies. As regards science and 
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echnology, it is not only a precondition for development but 
Iso necessary to reduce Muslim countries’ dependence on 
yowers hostile to Islam. 

It is not the object of this chapter to discuss the goals of an 
:conomic system in Islam. We mention these goals in this study 
of public expenditure in an Islamic state because public 
xpenditure depends on the functions of the state and functions 
jerive from goals. We shall now list the functions of an Islamic 
state and then study the expenditures that become necessary for 
lischarging these functions, Reference to goals will be made 
where necessary, and the rationale for each function and 
-xpenditure involved will be provided where called for. The 
asic premise of what follows is that there are certain functions 
in Islamic state must perform and that the discharge of these 
junctions necessarily involves expenditure. A discussion of the 
ext point, that sufficient revenue has in fact been provided for 
mee these expenditures, is not within the scope of this 
study. 

Rather we will concern ourselves with the expenditure 
scheme itself: its priorities, distribution of its benefits, its 
mpact on the behaviour of economic agents and on such 
sconomic variables as savings and investments, income and 
mployment, etc, 


Functions of an Islamic State 


The functions of an Islamic state can be classified into three 
“ategories; 


(i) Sane assigned by Shari‘ah on a permanent 
Sis. 
(ii) Functions derived from Shari'ah on the basis of ijtthad 
___ for the present situation. 
(iii) Functions assigned to the state at any time and place by 


te proee through the process of shard (consulta- 
tion). 


The first category includes all functions ified in the 
Qur'dn and the Sunnah, directly or indirectly, fd affirmed by 
he jurists. Society cannot be organized in accordance with 
slamic principles unless the state discharges these functions. 
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These functions relate to the permanent human situation and not 
to changing social conditions. The objectives of Shari'ah with 
Tespect to man cannot be realized without them. Obvious 
examples are defence and law and order. 

The second category includes such functions as have become 
necessary for realizing the objectives of Shari'ah in view of the 
social and economic conditions obtaining in our time. They are 
derived from the Qur'an and the Sunnah on the basis of 
analogical reasoning (giyds) or by arguments based on public 
interest (masdlih). But the early jurists have not specified them 
because the circumstances necessitating them did not exist in 
their time. An obvious example is protection of the environ- 
ment, a social problem which has gained eminence in industrial 
societies with the rise of the modern metropolis. This category 
is quite flexible, as it depends on time and place. Even at the 
present time, different Islamic thinkers in different countries 
may suggest different lists of functions. 

This is still more applicable to the category, which may 
include any function that the people at any time and place might 
want an Islamic state to perform, They may even decide to ask 
the state to do something that the private sector could have done 
or in fact had been doing. They are also free to reverse such a 
decision, in the light of experience and on the criterion of what 
serves the public interest best. Different decisions may be taken 
in different countries. Take, for example, the generation and 
supply of electricity. No decisive arguments exist to make it a 
public-sector industry, to bar the public sector from it or to 
provide that the public sector and private sector compete in this 
field. Local considerations relating to resources, costs, clc,, may 
prompt a decision this way or that way. The important thing is 
that the decision be taken through democratic processes to 
ensure that it is taken in the public interest. 

Itis clear from the above that public expenditure in an Islamic 
state cannot be fixed, neither in quantity nor in terms of heads of 
expenditure. Public expenditure in an Islamic state is made to 
perform a function. Since the list of functions is open-ended, 
public expenditure is also open-ended. Sai gine 

‘What constrains public expenditure in practice is availability 
of resources. As public expenditure expands, it becomes 
necessary to take away private wealth to meet the fundamental 
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values of Islam. A balance has to be struck between securing 
public interest through public expenditure and ensuring 
individual freedom, This has been done by subjecting taxation 
(over and above what is permanently provided in Sharf‘ah) to 
the people’s consent expressed through shard, as elaborated in a 
subsequent section. 

We shall now proceed to list the main heads of public 
expenditure following the three-fold classification noted 
above, 


Permanent Heads of Expenditure 


The following heads of expenditure are permanently pre- 
scribed by the Shari'ah; 


(i) Defence, 


(iii) Justice, 

(iv) Need fulfilment, 

(v) Da'wah, i.c., communicating the message of Allah to 
mankind, 

(vi) Enjoining right conduct and forbidding wrong (al-amr 

bi'l-ma'raf wa'l-nahy ‘an al-munkar). 

(vii) Civil administration, 

(viii) Fulfilment of such social obligations (fard kifayah) as 

the private sector fails to fulfil, 


_ Maintenance of internal security by enforcing law and order, 
dispensation of justice and civil administration are the sine qua 
non of organized social living. They are necessary for 
climinating corruption (fasdd) and establishing a just order 
(gist). These duties are addressed to the ruler (wall al-amr) who 
succeeds the Prophet in this task. Individuals are not required, 
for even permitted, to implement the penal laws (hudiad) of 
Islam to enforce the law.'° They cannot, on their own, dispense 
justice among litigants. They cannot assume, without a 
mandate, the role of civil administrators. These are the 
Brespgatives of ibe duly established social authority, the imam 
or wall al-amr. However, it is a social obligation (fard kifayah 
that there be a ruler to take charge ofthese snd other dation oe 
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discussed below. Individuals are required to ensure this through 

@ process of mutual consultation. As noted by al-Mawardi: 
Rulership is set up in succession to the Prophet to protect 
religion and the world. There is a consensus on its being a 
must to assign it to one who would perform this [duty] . . . 
Once it is established that having a ruler is a must, [it is to 
be noted that] it is a duty which is socially obligatory, like 
Jihad and [acquisition of] knowledge,'! 


Defence, need fulfilment, communication of the message of 
Allah, and enjoining the right and forbidding the wrong are 
duties explicitly mentioned in the Qur'an’? and emphasized in 
the traditions from the Prophet. Jurists regard them as socially 
obligatory. Those capable of doing them should come forward 
and do the needful, But, in view of the crucial importance of 
these tasks for the physical survival and moral and spiritual 
progress of the community, the ruler has a special responsibility 
in this regard. The state has to take the initiative in these tasks 
irrespective of the role individuals might play. It should not wait 
to assess the outcome of voluntary efforts so that it can do what 
remains to be done. 

Since there are many other social obligations besides these 
four, we have included fulfilment of fard kifayah in the above 
list as a catch-all category. To realize the necessity and 
significance of doing so, a brief discussion on the concept of 
fard kifayah is in order. 


Fard Kifayah: \ts Nature and Scope 
Fard Kifayah is a duty, like the duties of prayer and fasting, 

with the difference that it is not addressed to an individual but to 

the community. The Law-Giver wants the duty to be carried out 

irrespective of who does it, Here is a typical definition: 
They are essential and must be performed, irrespective of 
who perform them. They include religious duties such as 
prayers for the deceased {saldt al-jandzah] and mundane 
affairs like the essential industries,'* 


‘The crucial requirement is that the task must be done: when 
the objective of the duty is to get the task done, without any 
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regard as to the doer, it is termed fard “ald al-kifayah. Matters 
covered by socially-obligatory duties generally relate to public 
interest.!* This is why even though the responsibility of doing 
the needful devolves on the community in the first instance, the 
state has the ultimate responsibility of ensuring that they are 
done, This has been ably brought out by al-Shatibi in the 
following passage: 
‘Their being obligatory means that their performance is not 
the duty of any particular individual but they devolve on 
the totality of all individuals, so that those common 
interests are preserved without which individual interests 
cannot be safe, They reinforce and complete the aforemen- 
tioned [individually necessary objectives of Shari'ah} 
hence they are also necessary. Individual objectives 
cannot be realized without realizing the social ones. Social 
objectives relate to the good of all men. It is due to this fact 
that the individual is not specifically charged with these 
duties and they are not addressed to them, in which case 
they would have become individual duties. They. aim at 
preserving human life. Individuals are the vicegerents of 
Allah amidst fellow servants of Allah, to the extent 
allowed by their abilities and powers. But a single 
individual has hardly the ability and the power to set his 
own affairs right, not to mention the affairs of his family, 
kinsfolk, tribe or the humanity at large. This is why Allah 
has entrusted the fulfilment of the common needs of 
mankind to the society as a whole, This is the raison d' étre 
of the state in society,' 


As hinted at by al-Shatibr, one of the prime functions of the 
State is to look after the fulfilment of social obligations on 
behalf of society, Should individual initiative and voluntary 
action complete the task, use of authority and the coercive 
power of the state would not be called for, Failing that, some 
action will be necessary to get the task done. 

Itis more harmonious with the ethos of the Islamic system to 
get social obligations performed by individuals through 
persuasion. Voluntary associations can be activated, even 
funded, to organize efforts for doing the needful. However, 
there may be exceptional circumstances justifying the state 
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taking the initiative. There may be urgency, e.g., in a natural 
calamity. There may be technical compulsion dictating action, 
such as supply of weather reports to prevent fatal accidents on 
roads and due to high seas. Hence, even though fulfilment of a 
social obligation at public expense and through public 
functionaries is the last alternative in principle, urgency of the 
matter or technical compulsion may sometimes make it the only 
option in practice. 

The Qur'an and the Sunnah have not handed down a closed 
list of social obligations to which no more can be added. They 
have specified only some of them, The jurists have identified 
many more by analogical reasoning or on the basis of maslahah, 
What qualifies an activity for being considered a social 
obligation is that the vital interests of the people, relating to 
survival and Islamic living, should depend on it. This is why 
productive activities on which the fulfilment of basic needs 
such as food, clothing and shelter depends, have been regarded 
as fard kifayah by the jurists.'® Since every fard kifayah has the 
potential of involving the state and thereby necessitating some 
public expenditure, we have included it among the permanent 
heads of expenditure, as noted above. 


Scope of Mandated Expenditures 


Some of the heads of expenditure listed above are specifical- 
ly included among the eight heads of expenditure on which 
zakdh revenue is to be spent, as laid down in the Qur'an. 


The alms are only for the poor and the needy, and those 
who collect them, and those whose hearts are to be 
reconciled, and to free the captives and the debtors and for 
the cause of Allah and [for] the wayfarers; a duty imposed 
by Allah, Allah is Knower, Wise.” 


Hence this verse itself puts items (i), (iv) and (v) of the above 
list among the permanent heads of expenditure of an Islamic 
state. To the extent item (vi), amr bi'l-ma‘rif, goes with item 
(v), da’wah, it is also included in ‘the cause of Allah’. These 
were also the first to appear in the actual history of Islamic 
society, soon to be followed by the other heads of expenditure 
on which revenue from fay'!* and kharaj'? was spent. 
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The above is noted merely to emphasize that the heads of 
expenditure listed above are authentic and based on Shari‘ah, 
Otherwise, it is not within the scope of this study to discuss how 
the revenue necessary to meet these expenditures will be raised. 
We now proceed to say a few words about some of these heads 
of expenditure that merit elaboration. 

Defence, law and order, judiciary and civil administration are 
heads of expenditure quite familiar to moder students of public 
finance. But da‘wah, or communicating the message of Islam, is 
unique to an Islamic state. As noted above, communicating the 
message of Allah to mankind is a collective responsibility of the 
Muslim people which their state (or states) have to perform on 
their behalf, side by side with other non-governmental efforts 
that might be possible. An Islamic state does so first by setting 
an example and adhering to Islamic principles in the conduct of 
government and in its relations with the outside world, Second, 
it can use the media to explain the faith and practice of Islam, 
reaching the outside world also through the media, It can admit 
foreign students to universities and educational institutions 
imparting Islamic education. It can send out scholars and 
speakers to familiarize people all over the world with Islamic 
teaching. It can make financial grants to Islamic centres and 
other institutions abroad engaged in da‘wah work. An Islamic 
state should naturally coordinate with other Islamic states in 
organizing da'wah work and activities. We have several 
precedents, starting from the days of the Prophet himself, of the 
Islamic state sending out emissaries and scholars to convey the 
message of Islam outside Dar al-Islam. 

The sixth head of expenditure, enjoining right conduct and 
forbidding misconduct (al-amr bi'l-ma‘riif wa'l-nahy ‘an 
al-munkar), is a wide category including market regulation, 
supervision of the common man’s behaviour in public places 
and enforcing Islamic practices in general. Early jurists have 
dealt with the subject under the title of al-hisbah, often writing 
separate treaties on the subject. For a modern Islamic state it 
will be a matter of convenience whether to put all these 
functions under one department or divide them into several 
departments, some of them falling under law and order. 

Need fulfilment should cover food, water, clothing, shelter, 
education and transport.”° In view of the conditions presently 
obtaining in most Muslim countries, ensuring even the 
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minimum necessities, would mean a lot of activity on the part of 
the state, These activities taken together take a large share of 
public expenditure in a modem state, and this is likely to be the 
case in an Islamic state also. These activities go far beyond need 
fulfilment to contribute to economic development and strength 
of the country. Housing, sewerage, electrification, recreational 
facilities and other municipal amenities are likely to be included 
in the same list, though some of them may derive their 
justification from the functions of state falling under the second 
or third category noted above, i.e,, activities necessitated by 
present circumstances or those assigned by the people, 

It may also be noted that need fulfilment as interpreted by us 
would cover what some economists have characterized as merit 
goods, i.c., ‘goods the provision of which society [as distinct 
from the preference of the individual consumer] wishes to 
encourage’.?! 

The last-mentioned category, fard kifayah, requires that there 
be stand-by arrangements to fill any gaps that might remain, 
such as building a mosque in a residential area where one is not 
provided through private initiative. Acting as a watchdog of 
society, the state will also monitor the economy, with a view to 
intervening whenever compensatory action becomes necessary 
to ensure the supply of essential goods and services, etc, 

These brief comments should suffice to give an idea of public 
expenditures mandated by Shari'ah. We now proceed to 
discuss the heads of expenditures related to the functions of an 
Islamic state that are derived from Shari’ah with reference to 
the present situation. 


Expenditures Necessary in the Light of Shari‘ah 
in Present Circumstances 
These include: 
(i) Protection of the environment. 
(ii) Supply of necessary public goods other than those 
included in the first list. 
(iii) Scientific research. . 
(iv) Capital formation and economic development. 
(v) Subsidies for priority private activities. : 
(vi) Expenditure necessitated by stabilization policies. 
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entific research, economic development and stabilization 
policies have become necessary to build a strong and viable 
economy in modem times. Muslim countries today lag far 
behind the advanced countries of the world in scientific 
research. This is a major cause of the dependence of Muslim 
countries on advanced countries, some of which are hostile to 
Islam. Scientific research is also a necessary basis of economic 
development which is one of the main goals of the Islamic 
economy. At present the level of national income in most 
countries is insufficient to provide basic needs for all. Without 
economic development, it would not be possible to guarantee 
need fulfilment. Stabilization, i.¢., prevention of wide fluctu- 
ations in the levels of economic activity, price levels, etc., is 
necessary to ensure justice and pave the way for economic 
development. Scientific research and capital formation for 
economic development call for huge expenditures. Stabilization 
would sometimes require a decrease in government expenditure 
to curb inflation, while at other times it might require an 
increase in government expenditure to boost a sagging 
economy. 

Private economic activities contributing to need fulfilment, 
da‘wah, economic development, scientific research and other 
desired objectives sometimes deserve public encouragement 
through subsidies, It is a flexible head of expenditure under 
which provisions may be made according to circumstances, but 
it is not a necessary head of expenditure like the three others 
noted above. 

Industrialization, urbanization and moder techniques of 
agriculture tend to disturb the ecological balance and 
the natural environment created by Allah which is necessary for 
healthy living. Because of the externalities involved, indi- 
viduals fail to take this fact into consideration and their actions 
result in pollution, congestion, etc, Individuals fail to protect the 
environment, keep the air clean, preserve wildlife, etc., because 
the costs involved do not match the returns to any particular 
individual. State action is therefore required to do the 
needful. 

Protection of the environment, scientific research and capital 
formation (especially the building of infrastructure: roads, 
bridges, etc.) are public goods, ‘which all enjoy in common in 
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the sense that each individual's consumption of such a good 
leads to no subtraction from any other individual's consumption 
of the good’ ?? Some of the heads of expenditure included in the 
permanent list discussed earlier also relate to public goods, e.g., 
defence, law and order, health, education, etc., since new public 
goods are continuously emerging and with the progress of 
civilization it is advisable to include another catch-all head of 
expenditure in our second list to accommodate them. Consider 
for example the case of ‘information’. Many kinds of 
information, e.g., weather reports, prices, new developments in 
medicine, etc., are communicated to the people through radio, 
television and the press. It is a public good whose inclusion 
under any of the other heads of expenditure in the two lists given 
above is not obvious. Flood protection and fire protection are 
also examples of necessary services whose inclusion under any 
of the other heads is not obvious. It may therefore be concluded 
that one of the major heads of expenditure of a modern Islamic 
state will be the supply of ‘public goods’ necessary for the 
well-being of the people. Whether these expenditures can be 

ly or even wholly financed through fees and charges 
collected from the beneficiaries and to what extent reliance has 
to be made on general tax revenue is a discussion that falls 
beyond our scope. 

The above-mentioned heads of expenditure do not find 
explicit mention in the Qur'an or the Sunnah. Nevertheless, 
they are necessary according to the unanimous precept of the 
Islamic jurists that, ‘whatever is necessary for discharging a 
duty is itself a duty’. As we argued above, each of the heads of 
expenditure in our second list is related to a duty of the Islamic 
state. These duties are derived from the objectives of Shart'ah: 
preservation of life, need fulfilment, building a strong com- 
munity, etc. They can also be supported by arguments based on 
public interest (masalih). Some of them also fall in the category 
of fard kifayah, the state being required to do what the private 
sector fails to do or for technical reasons cannot do. Further- 
more, the jurists who have listed the duties of the ruler include 
many of the items included in the two lists given so far. The two 
lists given by al-Mawardi cover defence, law and order, 
da'wah, enjoining right conduct, need fulfilment, administra- 
tion and development.* Abi Ya‘la also has a similar list. 


55 


Role of the State in the Economy 


Al-Ghazali has emphasized need fulfilment,?® and al-Kasani 
includes roads and bridges, mosques, rest houses, canals and 
other public works among the heads of expenditure on which 
kharaj revenue may be spent.2” Abi Ydsuf includes public 
works of a developmental nature among the duties of the ruler, 
even though the modes of financing different works would 
differ depending upon whether the benefits flow to all or to 
people of a particular region.2% 

Reciting the duties of the ruler, Imam al-Haramayn al-Ju- 
wayni?? emphasizes protection of religion, da'wah, defence and 
Jihad, \aw and order, dispensation of justice, elimination of 
corruption and need fulfilment.” Discussing the heads of 
expenditure of public revenue, Ibn Taymiyah includes defence, 
law and order, justice, civil administration, need fulfilment, 
grants to the newly converted or even to non-Muslims for 
promoting the cause of Islam, and salaries to public functio- 
naries including those appointed to call for prayers or lead them. 
He includes public works like roads, bridges, canals, etc.?! Shah 
Waliullah al-Dihlawi also includes need fulfilment, defence, 
Jaw and order, hisbah, protection and promotion of religion and 
public works like canals and bridges among the heads of public 
expenditure? 

A survey of the expenditures made from the public treasury 
during the early period of Islam confirms that all the items on 
the first list and some of the items on the second list actually 
figured in government expenditure. The early Islamic state 
Spent revenue on need fulfilment, defence, agricultural deve- 
lopment, canals, dams, roads, bridges, buildings, new town- 
ships, hospitals, rest houses for travellers, etc.> 


Expenditure on Activities Assigned by the People 


In the two lists given above we have noted some areas that 
necessarily call for state action. The other activities are left to 
individuals. Private goods may be produced in the private sector 
under the overall supervision of the state which will ensure fair 
Practices in the market. Individuals are also free to organize any 
other activity, individually or in groups, that they think would 
promote their individual group or societal interests. But 
individuals are also free to take the position that a particular 
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activity should be assigned to the state. They may do so because 
the state is better equipped to serve a particular interest, because 
it will be more cost efficient or for any other reason, Even 
though it is not desirable to burden the state with too many 
functions, once a decision is taken through democratic 
procedure the state should take over the task assigned to it. This 
is an open-ended category, and different countries may take 
different decisions according to their circumstances; a decision 
taken by the people can also be reversed by the people in the 
light of experience. The decisive factor involved in the people's 
decision is maslahah, its protection and mafsadah, its preven- 
tion. 

Once a new activity is assigned to the social authority, it is 
entitled to make the expenditure necessary to organize that 
activity and raise the required revenue in a manner befitting the 
nature of the activity, i.¢., in the form of taxes where the former 
is either not feasible or not suitable. 


Early Precedents 


The possibility that the people may assign the state certain 
tasks for which they are willing to pay did not entirely escape 
the attention of the early jurists, even though such eventualities 
are largely the product of the modem way of living which has 
created social wants unheard of in the past. The following 
passage from Aba Yasuf's Kitab al-Khardj dating back to the 
second century after Hijrah (eighth century CE) deserves 
special note: 


Ithink you should order the people in charge of khardj that 
when some people from amongst their Khardj payers come 
to them and mention that in their area there are ancient 
canals that have gone out of use, and lots of uncultivated 
lands, and that if they clean the canals and excavate them 
all these lands would become cultivable and productive, 
ultimately leading to increase in kKharaj revenue, then they 
should report it to you. You should depute a person of 
competence and integrity, who can be trusted in his 
religion and honesty, to look into the matter. This person 
should enquire from knowledgeable people of that region 
who are trustworthy by virtue of their adherence to 
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religion and honesty. He should also consult experts from 
outside that region who are not going to benefit from the 
project or to avert a loss if it is undertaken. If they all agree 
that it is a good project likely to result in improvement and 
increase in kKhardj, you should order digging of those 
canals all expenses to be met out of the public treasury. Do 
not charge the expenses from the people of the area 
concerned because it is better that they develop rather than 
be ruined. Their prosperity is preferable to their losing 
wealth and becoming destitutes, Every request from the 
khardj paying people for repairs, etc., involving improve- 
ments and betterment in their lands and canals should be 
granted as long as it does no harm to others and to the 
villages and towns adjacent to the area concerned. 
However, should the project involve harm to others and 
cause a decrease in their production and decline in their 
khardj, it should not be granted, 


. ., If the people of the Sawad [i.c., Iraq] need digging and 
cleaning of the big canals which originate from Tigris and 
Euphrates rivers, you should arrange it for them and defray 
the expenses partly from the public treasury and partly 
from the khardj payers. All the expenses should not be 
charged from the khardj payers. But the canals people dig 
to their ficlds, farms, vineyards, orchards, gardens, 
vegetable plots, etc, should be dug at their own expenses, 
the public treasury should not bear any part of their cost. 
As regards the embankments and water outlets on Tigris, 
Euphrates and similar other large rivers, all expenses 
relating to their construction and repair shall be from the 
public treasury. No part of these expenses shall be charged 
from the khardj payers. Protection of these interests is the 
duty of the rulers as they are matters relating to the 
Muslims as a whole. Hence the expenses involved in such 
works will be from the public treasury because it is by 
neglecting such works that lands are devastated and 
alboaely it is the khardj revenue that suffers a de- 
cline. 


This long passage has been reproduced to emphasize not the 
obvious point that public works are desirable, but the significant 
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suggestion that the ruler should respond positively to a demand 
for public works by the people, charging them for the services in 
so far as the benefits may be specific and localized. 


Distribution of the Benefits of Public Expenditure 


Public money is a trust. It must not be used for the private 
benefit of rulers. It must be spent for public purposes. All must 
be treated equally without any discrimination on any ground 
whatsoever, This does not preclude, however, taking into 
consideration need, merit or any other ground of entitlement 
where it is relevant, Justice should be the hallmark of a public 
expenditure policy. The Qur’fin says: 


Lo! Allah commands that you restore deposits to their 
owners, and if you judge between mankind, that you judge 
justly. Lo! comely is this which Allah admonishes you, 
Lo! Allah is ever Hearer, Seer." 


Oh you who believe! Be steadfast witness for Allah in 
equity and let not hatred of any people seduce you that you 
deal not justly, Deal justly, that is nearer to your duty. 
Observe your duty to Allah, Lo! Allah is informed of what 
you do.” 


‘The Prophet has made it very clear that public money is not to 
be spent according to the whims of the rulers. He observed: ‘I 
neither give it to you nor deny it from you [on my own], | am 
only a trustee, spending where | am ordered to spend.” 

“Umar, the second Caliph, has expounded the same principle. 
*In my opinion there are only three things to be done with 
respect to this [public] money. It should be collected with due 
right, it should be given to whom it is due, and it should be 
denied improper use. My position vis-a-vis your [public] money 
is similar to that of the guardian of an orphan, If I can afford it 1 
will take nothing out of it, if I need it I will take only what is 
customarily required.” 

Favouritism and discrimination are foreign to Islam. As the 
Prophet has explained: “No one has any relation with Allah 
except through obedience. All men, high as well as Jowly, are 
‘equal before the law of Allah. Allah is their Lord and they are 
His servants.’ 
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Apart from inter-personal equity, inter-regional and inter- 
generational equity are also important considerations in the 
distribution of the benefits of public expenditure, 

Consideration of inter-generational equity is evident in 
*Umar's refusal to distribute the lands of Syria and Iraq among 
those who fought for them. ‘Umar rightly cited the Qur’an’s 
reference to future generations in the list of those entitled to 
fay'-property accruing to the Muslim community by the grace 
of Allah.” As regards inter-regional equity, this, too, was 
emphasized in “Umar's policy relating to annual grants. With 
reference to disbursement of Zakdh, it has been laid down that 
collections from a region should be disbursed in the same 
region, until its needs are fulfilled. Citing a number of 
traditions, Abi ‘Ubayd concludes: 


All these traditions prove that every people are better 
entitled to [the revenue of] their Zakdh until they don't 
need it any more . .. The Sunnah has provided this because 
of the importance of neighbourhood and the fact that they 
[i.e., the local poor] live near the rich. 


_ The concept of equity involved transcends the material to 
include psychological and moral dimensions. A transfer from 
the rich to the poor in the same locality or region underlines 
social cohesion to a degree that can hardly be ensured through 
global arrangements, Though this provision relates specifically 
to Zakah revenue, its implications for public expenditure policy 
in general are obvious; the same principle is to be observed in all 
public expenditure.4? 
“Umar, the second Caliph, applied the same princi 

revenue other than zakah: ire ‘Shes sahieg 


It is my will to the ruler who succeeds me to treat the 
people in the other regions well, They are the sources of 
public revenue, the means to thwart the enemy anda shield 
for all Muslims, He should distribute their fay’ equitably 
amongst them and he should not transfer any surplus out of 
it [to other regions} except by their concurrence.? 


Unless there is reason for delay, income transfers should be 
effected speedily, and payments due should be made without 


60 


Public Expenditure in an Islamic State 


delay. The Prophet remarked: ‘If I had gold (in the quantity of) 
mountain of Uhud I would have liked to distribute all of it 
before three nights passed, except some quantity reserved for 
paying any debt that I owed." 


Theory of Public Expenditure 


In the light of the above discussion, let us try to develop a 
theory of public expenditure in Islam. This entails laying down 
a general framework in which the known particulars fit well and 
by whose application new particular situations can be adequate- 


ly L. 
The particulars we have noted can be summarized as 
follows: 


(i) Some public expenditures have been specifically 
mandated by the Shari'ah. 

(ii) Some public expenditures are necessitated by the need 
to secure public interest. These differ from time to time 
and place to place and can be derived through /jtihad. 
Most of them fall into the category of fard kifayah, some 
of them are related to market failure, 

(iii) Some public expenditure may arise from tasks assigned 
to the state by the people, 


Some public expenditure may occur in the wake of a 
stabilization policy in certain circumstances. These belong to 
category (ii) above, 

Any one of these grounds is sufficient to accord legitimacy to 
public expenditure in an Islamic state, It is possible, however, 
for some public expenditure to be based on more than one of 
these grounds. There is also some overlapping of grounds, even 
though each covers certain expenditures not falling under any of 
er pay ars ki f rational ising these 

It at a age of rationale comprising 
grounds (specific itundaie from Shari'ah, far) Eyeyah, 
provision of public goods, and assignment by the people) can 
accommodate all known cases of public expenditure in Islam. tt 
also seems capable of accommodating new forms of public 
expenditure arising from modem conditions. All public 
expenditure recommended by contemporary Islamic writers on 
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the role of the Islamic state and the Islamic economic system 
can fit into this framework. It is also capable of explaining all 
public expenditures undertaken by contemporary Muslim states 
that have not been disapproved by Islamic scholars. 

It can be claimed that any public expenditure that cannot be 
related to one of the categories listed above cannot enjoy 
legitimacy, i.e., it has no basis in Islam. It follows that the above 
provides the touchstone on which public expenditure under- 
taken by the contemporary Muslim state can be judged with 
regard to their legitimacy. 

We will now have a closer look at the three grounds of public 
expenditure listed above, 


Fard Kifayah and Market Failure 


As noted earlier, under normal circumstances a fard kifayah 
becomes the object of public expenditure only when individuals 
fail to fulfil it. It would, therefore, be illuminating for the 
purpose of this study to pose the question: Why do individuals 
fail to do the needful? 

A fard kifayah may not be performed by individuals due to 
one or more of the following circumstances: 


Lack of Information 


Assuming there is a need for individuals to do something that 
the social interest demands, it is possible that they may simply 
be unaware that such a need exists. Even if they are aware of the 
need, it is possible that each individual assumes that others are 
doing it and therefore the task remains unfulfilled. It is also 
possible that they realize the need but do not know how one can 
contribute towards meeting the need, for example, of keeping 
the air clean or reducing noise levels, etc. 


Moral Failure 


Individuals may realize a social need exists, they may have 
the capability to serve that need, but they may not move to do 
the needful, e.g. a rich man may not feed his hungry neighbour 
even though he is aware of the situation. 


62 


Public Expenditure in an Islamic State 


Lack of Resources or Technical Difficulties 


Individual resources may not be sufficient to meet the social 
need involved, or it may be technically impossible to do the 
needful without collective organization, expert advice or 
sophisticated equipment, which is beyond the reach of 
individuals, Defending the country and public health care are 
obvious examples. 

It would be instructive now to look at the causes of market 
failure as discussed by economists. Very briefly, the foremost 
cause of market failure is the existence of externalities, ie. 
divergence of social marginal costs or benefits and individual 
marginal costs or benefits, Market failure also occurs in the case 
of goods whose consumption is non rival, ie., ‘As partaking 
consumption benefits does not reduce the benefits derived by all 
others." Another case of market failure arises ‘where 
consumption is rival but exclusion is not feasible’.“° This gives 
rise to the “free rider’ problem — individuals appropriating the 
benefits but unwilling to pay the costs. 

The market mechanism responds to individual preferences 
based on benefits and costs, and results in private appropriation. 
It can handle only such goods and services as can be parcelled 
out among individuals and whose costs can be charged to 
individuals against the benefits they receive. Hence the goods 
and services characterized by one or more of the above features, 
which economists call ‘social goods’ or ‘public goods’, cannot 
be provided by the market. Defence is a good example, The 
state steps in as an alternative to the market for handling such 
goods. A political process is substituted for the market to 
arrange the supply of social goods and allocate the costs 
involved. . 

The objects of fard kifayah extend far beyond the social 
goods as defined by economists. Prayers for the deceased (salar 
al-jandzah) is a fard kifayah, but it is not a case of market failure 
as it is an activity to which the utilitarian cost-benefit calculus 
does not apply. Fulfilment of the basic needs of the have-nots is 
also a fard kifayah even though the goods and services involved 
are within the purview of the market mechanism. —_ 

Even though all public goods as defined by economists may 
not be identifiable as objects of fard kifayah, and all fard kifayah 
as defined by jurists may not be reducible to provision of some 
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public goods, it is obvious that the two coincide in many cases. 
‘This coincidence raises interesting possibilities, Fard kifayah is 
a moral concept. It seeks to replace or in many cases 
complement the utilitarian benefit cost calculus by an urge to 
seek the pleasure of Allah by performing a duty. A divergence 
of social marginal costs or benefits and individual marginal 
costs or benefits, which causes a breakdown in the market 
mechanism, does not affect this urge, in so far as it exists. An 
individual who cares for social interests, over and above his 
concern for his personal interest, may undertake an activity 
despite the divergence of social marginal benefits or costs and 
individual benefits or costs. This creates a possibility of 
individual action resulting in meeting some social needs that 
theory of public goods sees as being met by the 
ision of public goods. 

It is not necessary, however, that the above individual action 
works through the market mechanism. It is also not necessary 
that the market mechanism be replaced by the political process 
to decide what social goods are produced and how the costs 
involved are allocated. Individuals may come together in the 
form of associations and organizations other than the state to 
undertake some of the activities called for by fard kifyah. This 
is the ‘third sector’, distinct from the private sector (the market) 
and the public sector (state undertakings), playing a role in the 
supply of goods and services, The Islamic institution of waqf 
(charitable endowments) has been doing precisely this through- 
out Islamic history. 

The concept of fard kifayah also has some implications for 
the ‘free rider’ problem. A sense of duty, as noted above, may 
make individuals reveal their preferences in bidding for social 
goods. That is, even though because of non-excludability 
partaking in consumption is not made contingent on payment, 
individuals may pay out of a sense of duty. 

It is not being asserted that fard kifayah would eliminate 
externalities and do away with market failure. As we have noted 
above, fard kifayah does not cover all public goods, We have 
also noted a number of reasons why individuals may fail to 
perform a fard kifayah. The above possibilities do, however, 
exist, and they have important implications. They also explain 
why activities that are the object of fard kifayah are not assigned 
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to the state to begin with, i.e., why individuals are invited to do 
them in the first instance. As we shall elaborate in a subsequent 
section, getting the needful done through individual action is 
preferable as it is more conducive to the protection of 
freedom. 

A theory of public expenditure in Islam should include, 
therefore, fard kifayah as well as provision of public goods as 
overlapping rationales of public expenditure. Along with this 
we have a specific mandate from the Shari‘ah or from the 
people, too, as two other bases rationalizing public expenditure. 
All three grounds are designed to secure public interest 
(maslahah). An increase in public expenditure as a stabilization 
measure, may also justify additional expenditure under any of 
the three heads temporarily. A detailed study of public 
expenditure for stabilization purposes belongs, however, to a 
discussion on fiscal policy. 

We conclude that all public expenditure in an Islamic 
economy derives its justification from the relevant activity 
being explicitly mandated by Shari'ah, by its being a fard 
kifayah, a case of market failure or by its having been assigned 
to the state by a democratic decision of the people. It is possible 
for public expenditure to be supported by more than one of these 
justifications. Any public expenditure which has no basis in any 
of the above must be regarded as illegitimate and un-Islamic. It 
is also undemocratic and irrational. 

These three bases of public expenditure in an Islamic 
economy fit well with the three basic postulates on which an 
Islamic society is founded. These are: 


(i) The command of Allah is final, His ownership is 
absolute. 
(ii) All state action should aim at promotion of maslahah 
(public interest), - 
(iil) The people's decisions, through a process of Shira, 
should govern all matters not already decided in the 
Qur'an and the Sunnah, explicitly or by implication, 


The Incentive to Work 


An individual's incentive to work is likely to be weakened by 
the prospect of his receiving an income without working or of 
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his needs being fulfilled by others. Likewise, taxes levied on 
incomes in order to finance public expenditure may weaken the 
incentive to work of those taxed. It is therefore argued that a 
system of taxes and transfer payment/need fulfilment reduces 
the total amount of work in the economy, thus reducing 
production and making the nation poorer. 

The danger is real, and the experience of the ‘welfare state’ in 
Europe and elsewhere in the West lends credence to the 
objectives noted above. But critics of the welfare state have 
failed to come up with an alternative way of dealing with 
absolute poverty and unfulfilled needs. Laissez faire capitalism 
does not appear to be the answer. 

In the framework of an Islamic theory of public expenditure 
the problem is handled at two levels: motivating the needy 
individual to work in order to fulfil his own needs and desist 
from seeking charity as well as motivating the rich individual 
willingly to give away (as tax and charity) part of his earned 
income. The concept of fard (duty) with its two-fold division 
into fard ‘ayn (individual duty) and fard kifayah (collective 
duty) is designed to create such motivation. Thus, it is an 
individual duty of those poor who can work to do so and not to 
seek charity, whereas it is a collective duty of the rich to give 
away part of their income to provide for the needy. 

Several traditions from the Prophet underline these duties as 
noted below. The Prophet said: ‘Charity is not permissible to a 
rich person or to one who is able bodied’? and ‘One who asks 
for charity without being poor is going to eat fire." Again: 
“Asking [for charity] is not permitted except in three cases; a 
person takes upon himself the payment of indemnity to people, 
so asking is permitted to him, he asks till he pays up, then he 
Stops; a person is hit by a calamity which wipes out his wealth, 

sking is permitted to him, he asks till he gets enough to 
s and 4 person is starving and three persons of sound 
Judgement from among his people declare that he is starving, so 
asking is permitted to him, he asks till he gets enough to 
subsist,“ 

‘The poor who can work were exhorted to work for a living. 
“Umar said: 'O poor people! Raise your heads as the road is now 
clear, Reach out to the good things [of life] and do not become 
dependent on the Muslims [for your living].’5° 
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When people who could work and eam a living did approach 
the Prophet for charity, he politely refused to oblige. “Once he 
was distributing sadagat. Two men approached him to get 
something out of it. He looked up and found them strongly built. 
He told them they were not entitled to [receive] it but if they 
liked he could give them."s! 

Sometimes the Prophet advised such people how to earn a 
living. Thus, he made a man sell his quilt and bow! to buy an axe 
with which to cut wood and eam a living by selling wood. It 
worked, and the man prospered.*? 

The Prophet made it very clear that carning a living is a 
religious duty: ‘Trying to eam a lawful livelihood is an 
obligatory duty in addition to the duties which are obligat- 

“3 


Hence the possible disincentive effect regarding work is 
minimized in two ways. First, those who can work are 
motivated not to ask for charity but to work and eam their living. 
Second, the state should not extend support to those who can 
work and should rather help them find remunerative work. 

There seems no alternative to a scheme of income mainten- 
ance and need fulfilment through transfer payments and public 
provision of social goods, taking all possible precautions to 
minimize the possible adverse effects on the incentive to 
we 


In an Islamic society the strong stigma attached to reliance on 
charity seems to be designed partly to mitigate the disincentive 
effect. How far it goes in a particular Muslim society is, 
however, a matter of empirical enquiry. There is some evidence 
that it had a considerable effect on the early Islamic society, 
Several traditions record that the Prophet's Companions took 
his advice not to ask for charity very seriously.** , 

Even in contemporary secular societies, empirical evidence 
on the disincentive effects of these programmes is not 
conclusive.*> 


The Incentive to Save 


‘There is no reason why a comprehensive public expenditure 
should reduce savings in society, The higher taxes 
necessitated by these programmes may reduce the savings of 
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the rich in the short run. Buta likely effect of such a programme 
would be to increase the incomes of the poor in the long run 
which may result in some savings by the poor. This may well 
compensate for the loss of savings by the rich. Again, empirical 
evidence relating to contemporary societies with wide-ranging 
social security and income maintenance programmes is not 
conclusive.* Public expenditure on economic development is 
likely to raise the national income, resulting in larger sav- 
ings. 

So far as an Islamic society is concerned, there is sufficient 
emphasis on investments as well as savings in order to provide 
for one’s future needs which prompt even the poor, covered by 
the social security and income transfer programmes of the state, 
to save and invest. During the rule of ‘Umar, the second Caliph, 
people received annual grants from the public treasury. One 
piece of advice that ‘Umar gave them was as follows: 


It would be better for these people to buy some sheep out 
of their grant and leave them [to graze in their fields] in 
Iraq. When the next annual grant is received they can buy a 
slave or two and put them to work in these [areas]. This 
will serve their children as an asset.5? 


To sum up, any tax and transfer scheme has some possible 
adverse effects on the incentive to work and save. But these 
effects are not so decisive as to justify abandoning the scheme 
itself, which is designed to serve some important Purposes. 
Moreover, it is possible to minimize adverse effects by 
motivating individuals in the manner indicated above. The 
scheme itself should be so designed as to benefit the poor who 
are permanently unable to work and eam for themselves. It 
should also be supplemented by schemes designed to offer work 
opportunities to those willing to work but unable to find it. 


Limits of Public Expenditure 


Public expenditure is an important means of realizing the 
objectives of Shari‘ah. In view of the wide scope of these 
objectives it is not surprising that public expenditure, too, has a 
wide scope. Nevertheless, one of the important objectives of 
SharT‘ah is the freedom of individuals within the bounds of 
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their obedience to Allah. To be free from fear and tyranny and to 
obey Allah alone is the ideal of human existence, as indicated in 
the Qur’anic verse (24: 55) quoted at the beginning of this 
paper. Individuals should be able to take their own decisions in 
economic, political and social affairs as long as these decisions 
do not infringe on similar rights of other individuals and do not 
harm the interests of the community in general, 

Public expenditure is generally directed towards ends that 
protect rather than inhibit individual freedom. Defence, law and 
order, dispensation of justice and civil administration provide 
security and create conditions in which alone individual 
freedom can be exercised. Da'wah and enjoining right conduct 
guide action in the right directions and resolve possible conflict 
between an individual's exercise of freedom. Need fulfilment 
makes meaningful exercise of freedom possible by relieving the 
individual from privation. Public expenditure necessitated by 
social obligations also caters to vital individual and social 
interests without which individual freedom could not flourish. 
There is nothing in the permanent heads of public expenditure 
in Islam, therefore, that poses a threat to freedom. 

Itis when we come to tasks assigned to the state by the people 
and to the public provision of social goods and merit goods 
(other than those covered by permanent heads of expenditure) 
that some caution has to be exercised. An increase in public 
expenditure on these grounds would generally involve raising 
additional revenue through taxation, in so far as the goods or 
services supplied cannot be priced. Taxation for purposes other 
than those mandated by Shari'ah or necessitated by social 
obligation (fard kifayah) cannot be levied without the willing 
consent of the people.** Should this consent be available, a 
possible conflict between individual freedom and public 
expenditure financed through taxes is resolved, taxation having 
been endorsed by free choice of the people. ‘ 

This is not, however, the end of the story. More public 
expenditure means more public servants and larger ‘bureaucracy 
— the bane of the modern welfare state. Relative growth in the 
size of the bureaucracy is not good for the democratic process. 
Rule by consultation, as required by Islam, is better carried out 
if fewer people are in the pay of the ruler. It is desirable 
therefore to minimize the addition to bureaucracy necessitated 
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by the increase in public expenditure due to public provision of 
social goods and merit goods, and due to other tasks assigned to 
the state by the people, by getting as many jobs as possible done 
by the private sector and the ‘third sector’, Public provision of 
goods or services does not necessarily require its production in 
the public sector. Education, medical services, housing, etc., 
may be made available to the deserving at cheaper rates, or even 
free, without producing these services in the public sector. A 
system of subsidies and transfers can be used to achieve the 
desired ends. 

Ultimately, political decision-making through consultation 
will decide the actual limits to what the state must do. A 
formulation of Islamic economic policy can only note guiding 
principles. Some of these are provided in the form of the 
priorities discernible from Shari'ah. 

Before we discuss the priorities, it should be noted that the 
Islamic injunctions against extravagance (idd‘at al-mdl) and 
expenditure on prohibited activities (ftabdhir) studied in detail 
elsewhere apply to both public expenditure and private 
expenditure. The state must economize, Public money should 
be managed as a trust fund. All property is a trust, but public 
property is doubly so. Those who manage it are accountable to 
Allah as well as to the people. 


Priorities in Public Expenditure 


Jurists have distinguished between the necessary (dariiri), 
the ae es =i beni prcanoa (tahsinf) among the 
interests (masalih) that Shari'ah seeks to protect. The necessary 
takes precedence over the needed, which complements it, 
whereas the commendable complements the needed category of 
interests, Al-Shatibi states that the necessary interests that are 
protected are related to the following five: 


din (religion); 

nafs (life or self); 

‘aq! (intellect or reason); 
nasi (family or progeny) and 
mal (property). 


Al-Ghazali also regards the protection of these five interests 
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to be the objectives of Shari'ah" and so does al-Amidi. In so 
far as the public expenditures required for these purposes have 
been specified by Shari'ah as is the case with the permanent 
heads of expenditure listed earlier, the priorities are clear. 
Beyond that the matter is left to ijrihdd, and recourse to the 
political process of decision by consultation becomes neces- 


sary. 

Al-Shatibi rightly observes that in order to fully protect vital 
human interests, one should not stop at the necessary; it is 
advisable to ensure the needed (hdjf) to reinforce the necessary 
(darari). To what extent the social authority is able to do so 
would obviously depend on the availability of resources. To the 
extent it involves additional taxation, the consent of those taxed 
is necessary, and we are once again led to the political process, 
Even in the context of necessary interests, the quantitative 
aspects of public expenditures can be decided only with 
reference to a particular time and place. It is therefore a matter to 
be left to ijrihdd. Decisions involving public interest that are left 
to ijtihdd cannot be taken by individuals. They require the 
consultative process, Hence the only way to decide the volume 
of public expenditures is democratic decision-making at the 
appropriate level. 

We conclude, therefore, that Shari'ah does provide broad 
guidelines in the light of which it will be possible for a modem 
Islamic state to decide on priorities in public expenditure 
through a democratic process. 


Conclusion 


Public expenditure in an Islamic state has a wide scope. It 
derives its legitimacy from the explicit and implicit provisions 
‘of Shari'ah and the democratic decisions of the people. Its 
actual scope is determined by maslahah (public interest), 
market failure and the will of the people. It tended to serve 
all, equitably and without discrimination, It is directed towards 
eliminating poverty, reducing inequality and building a strong 
and developed economy. It is expected to promote the welfare 
of the people without impairing their will to work, save and 
invest. There is, however, a need to limit public expenditure 
with a view to minimizing state control and protecting 
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individual freedom. Public expenditure should be subjected to 
the priorities of Shari'ah and decided in consultation with the 
people, especially when it involves additional taxation. 
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CHAPTER THREE 


Public Borrowing in Early 
Islamic History 


Introduction 


Public borrowing has assumed great importance in recent 
years as indicated by the phenomenal rise in the volume of 
domestic as well as external debt, This is especially true of the 
Muslim countries most of which belong to the group of poor 
developing countries of the world. There is a growing literature 
‘on the ‘solution’ to the crisis supposedly faced by the world 
financial system because of these debts; some of which is now 
considered to be unrepayable. There have been attempts to look 
at the causes of this phenomenon of permanent indebtedness of 
nations, Islamic economists have also discussed the implica- 
tions of abolition of interest for public borrowing. They have 
tried to find alternative ways of financing public needs hitherto 
financed by borrowing. 

It is in this context that scholars have felt the need to look 
back and sce what lessons can be learnt from the Islamic 
heritage. Did the Islamic state in the past borrow? If so, why and 
how, ie. on what terms? Were there any alternatives to 
borrowing? With these and related questions one can explore 
the historical records of the many governments, spanning vast 
regions of the globe over the long period of fourteen hundred 
years. This is however, a very ambitious project requiring 
extensive teamwork. Yet another problem with such a study is 
the authenticity of what the Muslim rulers have been doing all 
these centuries in these regions. Authenticity naturally belongs 
to the decisions and actions of the Prophet. The consensus of the 
community has extended this authenticity to the period of the 
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four pious Caliphs also, i.e. to the policies of the Islamic state till 
the year 40 after Hijrah. ‘ 

In other words, in the context of public finance (including 
public borrowing) the policies of the Islamic state ull the 
fortieth year after Hijrah can serve as examples of Islamic 
policy-making and, ing into consideration other relevant 
factors such as need, scope and perceived functions of 
borrowing, etc. and as a guide to Islamic statecraft in the 
modem period. As regards the other Muslim rulers, their 
decisions and policies have to be judged on the criteria of the 
Qur'an and the Sunnah, In the context of public borrowing, the 
most important criterion on which the legitimacy of public 
borrowing by Muslim rulers has to be judged is prohibition of 
interest. This means that if an incidence of borrowing on the 
basis of interest by a Muslim ruler is reported, it has to be 
regarded as an aberration rather than a precedent, generally 
speaking. This does not mean, however, that recording and 
analyzing such cases is of no use to Islamic economists, There is 
a possibility that such a course of action was resorted to under 
‘extreme necessity’ (idtirar). In this case it becomes possible to 
condone the action despite the fact that it cannot be a precedent 
for others, being a violation of Shari'ah, While a judgement in 
such cases may be beyond the scope of an Islamic economist’s 
vocation, it is his job to study these cases and analyze the causes 
and consequences as befits an economic historian. In fact such a 
study on his part will not only facilitate proper ‘judgement’ on 
such matters, it is a necessary precondition to it. 

Another important dimension of the matter is the linkage of a 
particular policy decision with the realization of the goals of 
Shari'ah, Did public borrowing serve a well recognized goal of 
Shari'ah, is an obvious criterion on which its propriety or 
otherwise should be judged. 

This study covers only the periods of the Prophet, the four 
pious Caliphs, the Umayyads and that of the ‘Abbasids till 333 
AH/944 CE after which real power passed, in succession, to the 
Buwaihids and the Seljuks, and this continued till the sacking of 
Baghdad by Holaku in 656/1258 which put an end to the 
“Abbasid Caliphate at Baghdad. 

Our primary task has been to record the reported cases of 
borrowing by the ruler for public purposes. Then we look into 
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such details as the need and circumstances which prompted 
borrowing, the amount borrowed (in cash or kind), the identity 
of the lender, the terms and conditions attached, if any, We also 
inquire whether the lending was voluntary or the ruler had to 
coerce the lender. If available we also look at the details of the 
repayment of the loan. Having noted these features we try to 
analyze these cases in relation to their causes and consequences. 
Finally, we ponder over the lessons that can be drawn, if 
any 


Y. 

A serious handicap faced by the writer has been the absence 
of any other study on the subject which could help in posing the 
questions or searching for the answers. This should be regarded 
as one of the reasons should the discerning reader find the 
present study deficient in any way. 


Public Borrowing by the Prophet 


The Prophet is known to have been a frequent borrower in his 
private capacity at least in the difficult early years in Madinah, 
but reports relating to these borrowings do not concem us in this 
study, We have noted only those cases where the Prophet 
borrowed as the leader of the Muslims and head of the state he 
established at Madinah. It is not at all difficult to distinguish 
between the Prophet's personal borrowing and his borrowing 
for public purposes since the texts themselves facilitate such a 
distinction. 

Our search has so far led us to six cases of public borrowing 
by the Prophet, which are reported below. A possible seventh 
case will also be noted. 


(1) We first present a report by Bilal, a life-long Compa- 
nion of the Prophet who spent most of his time near the Prophet 
from the early Makkan period till the Prophet breathed his last 
in Madinah. This report tells us that the Prophet used to borrow 
frequently in order to help needy Muslims whenever the 
circumstances called for doing so. Though this borrowing 
would be for comparatively small amounts, in cash or kind, the 
borrowing was done even when no means of repayment were in 


sight. 
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Itis reported of Zayd that he heard Abd Salman saying that 
“Abdullah al-Hawazant told him: ‘I met Bilal, who used to 
give call for prayers for the Messenger of Allah, at Halab. I 
asked him to narrate about the expenditures of the 
Messenger of Allah. He said: “*He did not have anything 
(to spend).! I used to look after it on his behalf ever since 
Allah called him to prophethood till his death. It was his 
practice that when a man came to him as a Muslim and he 
saw him in need of clothes he would order me and I would 
go and borrow and buy a cloak for him, clothe him and 
feed him. This continued till a person from amongst the 
polytheists accosted me and said: ‘O Bilal, [ have enough 
resources so you do not borrow from anyone other than 
me.” I did accordingly, One day it so happened that, as 1 
made ablution and rose to give the call for prayer, that 
polytheist came along accompanied by a group of traders, 
‘When he saw me he called, ‘O Abyssinian!” I said, ‘yes’. 
He presented a grim face to me and addressed me harshly, 
saying: ‘Do you know how many days are left between 
you and the (end of the) month (when repayment is due)?" 
Bilal said, "I told him it is near.” He said, ‘It is only four 
days between you and it, after which I will capture you 
against what you owe and return you to grazing sheep as 
you used to do before." I felt what people feel (on hearing 
such a threat). When I had prayed the night prayer (i.e. 
‘Isha’) and the Prophet retired to his family, I sought 
permission to see him. He admitted me in. I said: "O 
Messenger of Allah, you are dearer to me than my father 
and mother, the polytheist from whom I used to borrow 
has said this and that, and you do not have the means to 
repay him, nor do have I. He is going to humiliate me. 
Please permit me to abscond to one of these tribes (outside 
Madinah) who have accepted Islam till such time as Allah 
provides to His Messenger, from out of which provision he 
can pay back the loan.” I came out (of the Prophet's place) 
till T reached my home and put in readiness my sword, 
socks, shoes and shield at the head of my bed. When the 
first light of dawn appeared on the horizon I got ready to 
go. Suddenly I heard a man calling. ‘O Bilal! you are to 
report (immediately) to the Messenger of Allah, peace be 
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unto him.” I set off till 1 came to him. What I saw there 
were four camels resting with their loads. I sought 
permission to see (the Prophet). The Messenger of Allah, 
told me, ‘Cheer up, Allah has sent what you can pay back 
your loan with!’ Then be asked, “Did you not notice the 
four camels in rest?” | said that I did. He said, ‘You have 
the camels as well as their loads. They are laden with 
clothes and food which have been presented to me by the 
chieftain of Fidak. Take possession of them and pay off 
your debt.’ I did accordingly . . . ."" "2 


This incident should belong to the sixth year after the Hijrah, 

or the period after that, since Fidak was subdued during that 
riod. 

PeThe one important point emerging from this report is the 

primacy attached to need fulfilment, It was regarded by the 

Prophet to be a purpose important enough to borrow even from 

non-Muslims and without any definite means of repayment in 


sight. 


(2) The second report is not explicit as to the purpose of 
borrowing but there are clear indications of the loan being 
repaid out of the public treasury. This presumes borrowing for 
some public purpose. As the details in the Arabic text reveal, the 
report reproduced below is part of the story of a Jewish person 
in Madinah who embraced Islam. This person to whom the 
Prophet owed (a quantity of dates, most probably) wanted to test 
the Prophet's self control and forbearance. Hence his peculiar 
behaviour, 

. . . Zayd bin Si*nah said: ‘When the due date of the loan 
was only two or three days away, the Prophet came to 
attend the funeral procession of a man from the Ansdr, 
accompanied by Abi Bakr, ‘Umar, “Uthmin and some 
other Companions. When, after saying the funeral prayers, 
he came near a wall to sit by it, I came to him and gave him 
a very hard look. I took hold of his shirt and the outer robe 
and said: ““Pay up to me, O Muhammad! By God, what I 
know about default on the part of you children of ‘Abd al- 
Muttalib is based on my direct contacts with you people!" 
‘Then I looked towards “Umar whose eyes were moving in 
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his face like the rotation of the heavenly bodies. He looked 
towards me and said: “*O Jew!, you do this to the 
Messenger of Allah? By him Who sent him down with 
truth I would have struck your head with my sword but for 
that I fear to miss.’’ (Zayd) said: "The Messenger of Allah, 
was calmly looking at ‘Umar and smiling. Then he said: 
“Myself and he are in need of something else (from you), 
that you advise me to pay back gracefully and advise him 
to ask for repayment politely. O ‘Umar, go and pay back 
what is due to him and give an additional twenty sa’ of 
dates against your threat to him.”’ * 

Then (Zayd, son of Si'nah) narrated how he embraced 
Islam.’ 


(3) We now report a case in which borrowing by the 
Prophet may have been for private purposes. However, there is 
some likelihood of the debt having been incurred to meet some 
public need. 


Abi Sa‘id al-Khudhri reports that a bedouin came to the 
Prophet, asking for repayment of a debt owed by him, He 
behaved rudely and said: ‘I will continue insisting till you 
have paid up.’ Thereupon the Companions scolded him 
and said: “Woe upon you, do you know whom you are 
He said; ‘I am only claiming my rights." The 
Prophet said: “Why did not you side with him who had the 
rightful claim?’ Then he sent a message to Khawlah, 
daughter of Qays, that if she had some dates she should 
lend it to him till his own dates arrived out of which he 
could pay back to her. She responded by saying: "Yes, you 
are dearer to me than my father, O Messenger of Allah!" 
(The narrator says) so she lent to him and he paid up to the 
bedouin and presented some food to him. Thereupon he 
said: ‘You have fulfilled your obligation, may Allah repay 
you well.’ The Prophet then said: “These are the best of the 
people. A community in which the weak cannot get his due 
right without trouble will not be regarded as pure." 


‘The phrase ‘till our dates arrive’ most probably refers to the 
annual share from Khaybar out of which a fifth was earmarked 
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for the family of the Prophet and the rest for other beneficiaries. 
‘These shares would naturally be channelled through the public 
treasury. That the dates lent by Khawlah were to be repaid out of 
the dates coming from Khaybar leaves both possibilities open: 
It could be paid out of the fifth assigned to the Prophet's family, 
in which case the loan would have been a private loan. Equally 
possible, it could have been paid out of the part earmarked for 
other beneficiaries, in which case the original debt must have 
been incurred in order to meet the urgent needs of the same 
beneficiaries, 

A significant point to be noted in the above report is the 
practice of obtaining a loan in order to pay back an earlier 
‘one. 
As distinguished from the first two cases, in this case the 
lender was a Muslim. The second lender, whose lending made 
possible the repayment to the first lender, was also a 
Muslim. 


(4) The fourth case is a case of borrowing in kind, the object 
being a camel of a particular age. Repayment was made from 
out of the camels collected as zakdh, This rules out the 
possibility of the loan being in the Prophet's personal capacity 
since he was barred from zakah, 

“Abi Rafi’ reports that the Prophet borrowed a small 
camel from a man. Then some camels from out of those 
collected as Zakah came to him and he asked Abd Rafi' to 
pay back to the man the camel (owed to him). Abd Rafi" 
came back and said he could find only better camels (older 
in age) who had their four teeth grown. He (the Prophet) 
said: ‘Give itto him. The best among people are those who 
are good at paying back.’ 


As noted by Ibn Hajar al-' Asqalant® while commenting upon 
a version of the same hadith in al-Bukhari’s Sahih, this debt 
was most probably incurred for helping somebody meet his 
basic needs. ‘ . 

The main point that emerges ear aelg helt Gul et 
borrowi lic purposes when is a definite sor 
ne borrowed for need fulfilment 
intending to repay from zakah to be realized in the future, 
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(5) Inthe fifth case to be reported the purpose of borrowing 
was to meet the requirements of jihdd — war in the cause of 
Allah. This occurred on the eve of the battle of Hunayn in the 
eighth year after Hijrah. 


‘When the Messenger of Allah, decided to march up on 
Hawazin to meet them (in battle) he was informed that 
Safwan bin Umayyah had coats of arms and other 
weapons. He sent for him — still a polytheist — and said to 
him: ‘O Abi Umayyah, lend us your weapons so that we 
can face our enemy tomorrow with their help.’ Safwan 
‘asked: *O Muhammad, do you want to confiscate them?” 
He said: ‘No, I want them temporarily with their return 
guaranteed till we bring them to you." He said: “There is no 
harm in (doing) this.’ So he gave him one hundred coats of 
arms with the accompanying weapons. They also claim 
that the Messenger of Allah requested him to transport 
them too, which he did,” 


In this case the Prophet borrowed in kind from a non-Muslim. 
No coercion was involved nor any kind of compensation. There 
is however, a hint that the ‘purpose’ itself concerns the lender 
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(6) The sixth case is that of borrowing a substantial sum of 
money from a Muslim individual for financing a major battle: 


Isma‘il son of Ibrahim, son of *Abdullth, son of Aba 
Rabi‘ah al-Makhzimi has reported to us from his father 
who reported about his grandfather that when the Prophet 
was to attack Hunayn he borrowed thirty or forty thousand 
from him. He repaid it when he came back. Then the 
Prophet, told him: ‘May Allah bless you with prosperity in 
your family and your property. The proper recompense for 
lending is repayment and gratitude."* 


In another version of this tradition recorded by al-NasA’7,? the 
amount of the loan is a definite forty thousand. The same is true 
of Ahmad bin Hanbal in his Musnad.'° As regards the source of 
Payment, both versions mention money that accrued to the 
Prophet subsequently. 
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The battle of Hunayn took place in the eighth year after 
Hijrah immediately after the conquest of Makkah. These were 
comparatively better days for state finances. The accrual of 
money referred to in the tradition could have been from the 
spoils of war consequent to the victory at Hunayn. 

The above is a clear case of borrowing for defence purposes. 
It is also evident that the sum paid back equalled the sum 
borrowed and no extra payment was involved. 


(7) The last case is that of *Abbis, the Prophet's uncle, 
paying a year's zakdh in advance, along with that of the current 
year. Since this was presumably done at the request of the 
Prophet,'! it has been construed as a kind of borrowing, The 
Prophet significantly used the word aslafa for the act, a word 
normally used for lending. 


Ton ‘Abbiss is reported to have said that the Messenger of 
Allah, sent ‘Umar as collector of Zakah, He (Ibn *Abbiis) 
says ‘Abbiis was rude to him so he came to the Prophet, 
and informed him. He (Ibn ‘Abbis) says, then the 
Messenger of Allah, told him; * ‘Abbas has advanced to us 
this year’s Zakah of his wealth as well as that of the 
coming year."!? 


In summary, the following can be noted. 

The Prophet borrowed both in cash and kind, in small 
amounts as well as large, from Muslims as well as non-Mus- 
lims, from men as well as women. The purpose of borrowing 
was need fulfilment or defence/jihdd. But he also borrowed to 
pay off more urgent debts. No coercion was involved in his 
borrowing. Nor was there any stipulation about repaying more 
than what was received as the loan. He borrowed when he did 
not possess, in cash or kind, what could meet the purpose in 
view. He borrowed in anticipation of future income from which 
repayment could be made, but he also borrowed when no 
definite future income was in sight. He always repaid the debts 
he incurred. 

To put the above in proper perspective it should be noted that 
the usual sources of revenue for meeting public expenditure 
during the Prophet's time were the following: 
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(a) Zakah (including ‘ushr) which gradually grew in 
volume after the second year after Hijrah when it was 
introduced, 

(b) Fay’, including the produce share from Khaybar 
which was a steady source of revenue. 

(c) Spoils of war out of which a share accrued to the public 


treasury. 
(d) Voluntary donations, often in response to an appeal 
from the Prophet. 


The first three sources brought in nothing during the 
Prophet's first year in Madinah, hence exclusive reliance must 
have been placed on the last. In the light of available reports, 
revenue from all these sources was meagre till the seventh year 
when Khaybar was subdued. Some cases of small borrowing for 
need fulfilment seem to belong to this period. But, as we have 
noted above, the two cases of substantial borrowing (cases 5 and 
6) belong to the post-Khaybar period and relate to defence 


purposes. 

These records of the Prophet's borrowing for public purposes 
do not mention any attempt by him to appeal for donations 
before resorting to borrowing, though the lack of reports to this 
effect does not eliminate the possibility, 


Public Borrowing in the Period After the Prophet 


We could not find a single instance of public borrowing 
during the reign of the Khulafa’ al-Rashidin (Pious Caliphs), 
ie. during the years 11-40 AH. This is not surprising as 
revenues from zakdh including ‘ushr, fay’ including khardj, as 
well as the spoils of war were steadily rising throughout this 
period. These revenues would have been sufficient to meet all 
pabiie expenditure including need fulfilment and jihad/de- 
fence. 

Something similar applies to the next hundred years of 
Umayyad rule (41-132 AH/661-749 CE). We could not find 
any instance of state borrowing at the level of central 
administration. However, there are reports from the provinces 
of army commanders borrowing to equip their forces or 
governors borrowing to pay ‘afdyd (salaries/pensions) on time, 
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or in order to provide famine-relief. Four specific cases may be 


(1) In the first case, an army commander borrowed from 
traders to buy provisions for a twelve thousand-strong army. 
He paid them back after some weeks.!4 

The incident belongs, probably, to 65 AH/684 CE. The 
commander concerned was a fabi'i (i.e. one who has met a 
Companion of the Prophet), Muhallab bin Ab0 Sufrah, who 
died in 83 AH. He was asked by the governorate at Basra! to 
take care of the khdriji rebellion which dominated Persia and 
threatened parts of Iraq. 


They took stock of the public treasury and discovered that 
it had only two hundred thousand dirhams, This was 
insufficient. Muhallab then sent for the traders and told 
them: ‘For a whole year your business is depressed 
because the supplies from Ahwaz and Persia have been cut 
off from you. Let us have some transactions. Then you 
come with me and I will, God willing, fulfil all my 
obligations toward you.” They sold to him and he took 


whatever he needed to equip his army and to provide for it 
6 


This was a case of purchase on credit on a very large scale, 
Even though no extra returns were involved the traders had a big 
stake in the arrangement as the success of Muhallab's mission 
would eventually restore their supplies from Persia. 

Itis not difficult to imagine that such "borrowing" or purchase 
on credit would have been repeated elsewhere too, though not 
necessarily at central government level. 

‘The report underlines an important point not any less relevant 
in our age than it was in the seventh century: sometimes it is 
possible to meet a deficit by purchasing what you need on 
credit, 

In 77 AH, in a similar situation, a man asked by the governor 
of Khurasin to launch an attack ‘across the river’ on Central 
Asia, is reported to have borrowed from traders and other 
people in the town of Sughd.'” 
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(2) Another case of a provincial officer borrowing for 
public purposes occurred during the reign of “Umar bin “Abd 
al-'Aziz (99-101 AH/715-17 CE). The officer, Hayyan bin 
Shurayh, borrowed the sum of twenty thousand dinars from one 
Harith bin Thabit to meet # deficit in payments to those 
registered (ahi al-Diwan). He wrote to the Amir al-Mu'minin 
requesting him to arrange repayment to the lender.'* 


(3) Earlier, most probably during 58-59 AH, Sa‘id bin 
al-'As (d. 59 AH) the governor of Madinah during the reign of 
Mu‘awiyah (41-60 AH/661-80 CE) borrowed to feed people 
during a famine, having first exhausted all the funds in the 
public treasury.!” 


(4) The first century of “Abbasid rule, from 132 AH to 232 
AH was blessed by firm central administration and robust 
finances. This was followed by a period of weak rulers, 
domination of Turkish army chiefs and gross financial 
mismanagement. The Caliphs ruled only nominally as power 
was exercised by the army commanders while the finances were 
managed by wazirs. The chief interest of the Caliph was in the 
huge sums of money flowing into his private treasury (Bayt 
al-Mal al-Khdssah) thanks to the appropriation of lands in the 
past and the customary gifts presented to the Caliph, especially 
by the aspirants to public office. It was not unusual, during this 
period, for the public treasury to be empty while royalty 
wallowed in money. Often the army did not get paid on time and 
Jong delays in the payment of salaries led to protests from the 
infantry which sometimes culminated in riots in the capital city, 
Baghdad. 

The first reports of public borrowing in our sources ay 
during the reign of the eighteenth “Abbasid Caliph al-Muqtadir 
who ruled from 295-320 AH (908-32 CE), Al-Muqtadir 
ascended the throne at the age of thirteen, Real power was 
wielded by his mother and the wazirs who were changed very 
frequently. As we shall see below, the urgent need to pay the 
army while the state coffers were empty was behind most of the 
public borrowing that occurred, 

The nine reports relating to public borrowing given below all 
pertain to the period 300-33 AH. This period encompasses the 
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tule of four ‘Abbasid Caliphs: al-Muqtadir (295-320 AH), 
al-Qahir (320-22 AH), al-Radi (322-29 AH) and al-Muttagi 
(329-33 AH). We could not cover the later period for many 
reasons, not least among them that by then the world of Islam 
was divided into a dozen units having separate rulers and 
independent finances. Any study covering only the nominal 
“Abbasid caliphate with its seat in Baghdad would no longer be 
credible. 

It also deserves mention that we have relied on sources 
almost contemporary to the events being reported, e.g. al-Sali 
(d_ 335 AH), al-Tanikhi (d. 384 AH), al-Miskawayh (d. 421 
AH) and al-Sabi (d. 448 AH). One of the greatest of the carly 
historians of Islam, al-Tabari (d. 310 AH) did not report any 
case of public borrowing. Later historians drew upon these and 
other early sources. 


Public Borrowing in the Early Fourth Century AH 


(1) “All bin “Ts*° used to borrow from traders when some 
payment came due and he had no other means to make it. 
He borrowed on the basis of letters of credit (safatij) 
coming from the provinces but not yet due for payment, 
(He borrowed) ten thousand dinars against payment of a 
profit of one and a half daniq*! of silver for each dinar. 
Every month he owed two thousand and five hundred 
dirhams as profit? This practice continued with YGsuf 
bin Finkhas and Haran bin ‘Imran, or their deputies, for 
sixteen years, and till after their death, They were not 
turned away till their death. They had gained this position 
(of state bankers) during the wazirate of *Ubaidullih bin 
Yahya bin Khigan.® The ruler did not consider it wise to 
tum them away so that the jahbadhah retained its 
credibility among the traders and the traders would lend 
the jahbadh in time of need. If the bankers were to be 
tured away and others were given that position and the 
traders refused to deal with these, the affairs of the 
Caliphs would collapse." 


(2) Al-Tanakhi’s above statement follows his narration of 
an incident which culminated in the wazir, “Ali bin ‘Isa making 
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a special arrangement with the two bankers named above. He is 
reported to have told them: 


Every lunar month I need a sum of money to be paid to the 
infantry troops within the first six days of the month. This 
amounts to thirty thousand dinars which sometimes is not 
available to me on the first day of the month, even on the 
second, I want you two to lend me one hundred and fifty 
thousand dirhams which you can recover within the month 
out of the revenues from Ahwaz,?? because the administra- 
tion of Ahwaz revenue is already in your charge . . 2” 


Significantly, no ‘profits’ are promised in this case, nor is 
there any mention of letters of credit, The author has quoted his 
source in giving this report whereas the statement quoted earlier 
is given on his own authority. It is also to be noted that the two 
bankers named above were Jewish not Muslim.** 


(3) The two Jewish bankers were given official position by 
al-Mugqtadir’s second wazir, Abi’l-Hasan “Ali bin Muhammad 
bin al-Furat?’ whose first occupancy of this office lasted from 
296-99 AH.° Al-Sabi reports one ‘Abdullah Muhammad bin 
Ismi‘il al-Anbari al-Zinji telling him about this wazir: 


He called Ydsuf bin Finkhis the Jewish jahbadh, who was 
the jahbadh of Ahwaz, and told him, “This situation has 
arisen and our colleagues have not made the necessary 
preparations to deal with it. I have assigned their 
emoluments to (the revenue from) Ahwaz. Now it is very 
necessary that you pay them in advance for two months. 
He (Yisuf bin Finkhas) mentioned the large sums already 
assigned for advance payment on the Ahwiz account 
and that it was not possible for him to take on any 
more demands. He (the wazir) continued to argue with 
an iF ibe agreed to release one month's pay that very 
lay... 


(4) Another instance of an interest-bearing loan is cited by 
Miskawayh, It relates to the wazir Kalwadhani who held office 
briefly in 319 AH. 
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Tbn Qarabah used to indicate to al-Mugtadir and to Miflah 
al-Aswad that it was he who helped the affairs of the 
wazirate being performed and that no wazir could do 
without him. He used to make himself continuously 
available at Kalwadhani’s place and to lend him, on behalf 
of Bani al-Baridi and others, at the profit of one dirham 
per dinar. He lent him two hundred thousand dinars which 
helped the management of Kalwadhani’s affairs . . .32 


(5) The same person, Ibn Qarabah, is reported to have lent to 
Husayn bin al-Qasim, who succeeded Kalwadhani as waz 
319 AH, ‘at the rate of one dirham per dinar as was his practi 


(6) Facing a very tight financial situation, Husayn is also 
reported to have sold some public property to raise five hundred 
thousand dinirs and to have realized in advance half the money 
due in 320 AH, some months before the beginning of that year. 


(7) After a couple of years, in 323 AH during the reign of 
Caliph al-Radi, we find another wazir, Abi ‘Ali bin Mugqlah, 
‘borrowing’ from traders who used to supply flour against what 
was due from Mosul. He raised four hundred thousand dinars in 
this manner.”’ Significantly, no ‘profits’ were involved in this 
*borrowing". However, it becomes clear after a few pages that the 
‘borrowing’ actually amounted to advance payment for grains to 
be collected from the region as taxes and delivered to traders.*° 


(8) We have yet another report from 323 AH. This time the 
wazir tried to borrow from traders in order to pay the troops, 
offering the traders letters of credit (safatij), However, the traders 
disappeared and the effort did not succeed..” 


(9) Another report by the same author, al-Sli, also relates to 
331 AH, The then Amir al-Umara’, Nasir al-Dawlah, upon 
learning that the money changers were dealing in interest openly, 
wamed them against doing so and obtained their pledges to that 
effect. According to al-Suli, however, this helped restrain them 
only a little.** 


This last report does not concern public borrowing, We have 
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noted it only to underline the fact that despite the practice of 
interest-based lending in the market, the authorities remained 
committed to its elimination till the end of the period we have 
studied in this paper. 

It is difficult to deny, however, that interest was involved in 
some cases of public borrowing. This reflects the gross 
mismanagement of the financial affairs of an otherwise 
prosperous regime as well as the compelling circumstances 
created by the maintenance of a large force of mercenaries in the 
capital city Baghdad. The most surprising case of borrowing on 
interest relates to the wazir *Ali bin ‘Isa, ‘probably the first to 
obtain a loan by paying interest according to some scholars." 
“Ali bin ‘Isa is reputed to have been a pious Muslim, well versed 
in Shari'ah sciences and possessing extraordinary managerial 
skills“? The only direct report of this wazir borrowing from 
bankers is found in al-Tandkhi and that too does not mention 
interest (case 2 above). But the same author reports ‘Ali bin ‘Isa 
borrowing regularly with interest on the basis of letters of credit, 
without quoting any specific source. Even if we accept this 
sweeping generalization, not corroborated by other historians, 
the question remains: Did he, under compelling circumstances, 
deliberately violate the prohibition of interest, or did he look 
differently at using letters of credit the way he did according to 
the second report quoted above? 

On the basis of the scanty material available, we can 
distinguish between four types of public borrowing in the early 
fourth century after Hijrah: 


1, Advance payment realized in a salam-type transaction, 
i.¢, cash obtained against food grains to be delivered in 
future (Case 7). 

2. Discounting letters of credit or bills of exchange, i.e. 
obtaining cash by surrendering the right to receive a larger 
amount of cash later (Cases 1 and 8). 

3. Cash obtained by promising to pay later with an addition 
of a percentage of the sum borrowed (Cases 4 and 5), 

4. Cash obtained by allowing the lender to recover the sum 
sore from revenue due in the near future (Cases 2 

As regards case 8 noted above, it is not clear from the 
report whether it belongs to category 2 or 4. 
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Inall the above cases it was not the Caliph who borrowed, but 
the wazir, who actually ran the administration. Most of the 
was in cash to pay the army on time, but sometimes it 
was to make some other payments. Public borrowing in this 
period was largely in the nature of bridge-financing, to be repaid 
from sure sources of revenue in the near future. Loans were 
repaid out of the khardj revenue (or land taxes). The lenders 
were Jewish bankers as well as Muslim traders. The amounts 
involved were large, but not out of proportion to the state 
revenues of those times. 

One significant point to note is the absence of any reference 
to need fulfilment as the reason for public borrowing. 

As regards the use of coercion in borrowing, we have no clear 
evidence, even though the sources abound in reports of 
confiscation of the properties of high officials once they fell 
from favour and of all kinds of extortions from traders, 

It is very difficult to ascertain whether there were any 
alternatives to public borrowing in so far as it was resorted to. 
Apparently all other means were exhausted before doing so. Ali 
bin ‘Isa is especially reported to have cumtailed public 
expenditure to a very great extent, along with abolishing many 
extra-Shari'ah taxes.*! 

What circumstances forced a pious man and efficient 
financial manager, who curtailed public expenditure in an 
otherwise wasteful affluent society, to borrow at interest, and 
how he justified it to his own conscience, remains an cnigma ~ 
at least until further details are available. This deviation trom. 
clearly-defined Sharf'ah rules seems, however, to be the result 
of a culmination of many other deviations in the financial 
management of the state, details of which fill the pages of 
history books. 


Summary and Conclusion 


‘The records of public borrowing examined in this brief study 
an interesting contrast, On the one hand, we have the 

most responsible of rulers borrowing for need fulfilment and 
jihdd/defence even when no future revenues were immediately 
in sight. On the other hand, the records show irresponsible 
regimes in an age of affluence forced to borrow for bridge- 
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financing, even if they had to violate the prohibition of interest. 
The strongly worded indictment of public borrowing by jurists 
like Imam al-Haramayn al-Juwayni® (419-78 AH) is largely in 
response to the sorry state of affairs that the “Abbasids had 
reached in the fourth century AH. Given fiscal responsibility 
and adherence to the magdsid al-Shari‘ah a different view is 
more convincing. Much further research is needed to trace the 
history of public borrowing in the thousand years that separate 
us from the period studied in this paper. Any guidelines for 
contemporary policy-making will be better drawn after such 
research, even though the decisive factors should be the 
contemporary situation and the example of the Prophet and his 
Companions. 

Meanwhile we can draw some lessons of contemporary 
relevance from this study: 


1, Borrowing, when there is a need, is a legitimate activity 

even if it is from non-Muslims. 

Fulfilling needs is one genuine reason justifying borrow- 

ing, while jihdd is another, 

3. While early history does not present any record of 
borrowing for financing economic development, it does 
provide an indirect justification of the same in an age in 
which economic development (especially of Third World 
countries) has become a sine qua non for need fulfilment 
as well as for defence/jihdd. 

4, Since the lender receives no worldly return, public 
borrowing presumes the lender being motivated by moral 
and religious considerations. Projects directly related to 
jihad, those directed at feeding, clothing and housing the 
poor and providing medical care to those who cannot buy 
the same, as well as educational and moral-spiritual 
orientation programmes are most likely to motivate 
people to give gard hasan. The social authority should, 
therefore, make public borrowing specific and select 
Purposes most likely to motivate lenders, in order to 
succeed in mobilizing interest-free loans to the govern- 
ment. 

5. The state must repay what it borrows even if to do so 
necessitates further borrowing, 


2, 
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CHAPTER FOUR 


International Economic Relations 
in Islam 


Introduction 


This chapter studies the framework for relations between 
human beings provided by the Islamic world-view of rawhid and 
man’s vicegerency. Since the grouping of men into nations is a 
matter of convenience, international relations should also be 
infused with the spirit of universal brotherhood and mutual 
support, International economic relations should serve the goals 
of need fulfilment and progress with freedom from tyranny. They 
should secure maximum cooperation for the realization of human. 
welfare at the global level, while giving due weight to national 
and regional preferences. The objective of international econom- 
ic policies of Islamic nations should be a just and equitable world 
order most conducive to the choice by individuals and nations of 
the way of living willed by Allah, which would ensure success in 
this life as well as in the Hereafter, 

‘The chapter is divided into four sections: 

Section One notes some relevant texts from the Qur'dn and 
the Sunnah expounding the Islamic world-view and emphasiz~ 
ing the basic values of equality, brotherhood, cooperation, 
justice and benevolence. Islam's mission is noted as the guiding 
force in international relations. The section concludes with 
three major objectives of external economic policy. - 

Section Two lists some of the Shari'ah rules governing 
economic transactions. It also notes some Islamic legal maxims 
relevant to the conduct of international economic relations. 
Given the observance of these rules and maxims, freedom of 
trade and movement should be the normal policy. Restrictions 
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should be applied only when necessary in view of public 
interest and with a view to realizing the Islamic objectives of 
justice and equity, the section concludes. 

Section Three examines the major policy issues arising in a 
nation’s pursuit of its economic interests, e.g. trade policy, 
emigration and immigration, capital movements, international 
monetary relations and developmental strategies in the interna- 
tional perspective. The section discusses the present situation in 
which the Islamic countries, along with other developing 
countries, are reduced to a position of economic dependence 
and backwardness from which they find it difficult to extricate 
themselves, Part of the responsibility for this is due to the 
economic policies of the advanced industrialized countries. 
This situation makes it impossible for these countries to adopt 
free trade policies. There is no alternative to the Islamic 
countries coming together and, in cooperation with other 
developing countries, adopting trade policies and development 
strategies designed to break the present deadlock. 

Section Four focuses on international economic relations in 
the context of the humanitarian and moral mission of the 
Muslim wmmah, Promotion of human rights across the globe, 
special attention towards the Muslim minorities and greater 
economic integration among the Islamic nations are some of the 
essential dimensions of the mission whose implications are 
traced in this section. In conclusion, it is observed that the 
ummah has to re-order its internal organization and its external 
relations before it can perform its mission effectively. 


Islam’s Universal Approach 


All human beings constitute a single brotherhood which 
enjoys a certain dignity and also some superiority over the rest 
of God's creation, 


Now, indeed, we have conferred dignity on the children of 
Adam, and borne them over land and sea, and provided 
them with sustenance out of the good things of life, and 
favoured them above most of Our creation (17: 70).! 


Verily, this Brotherhood of yours is a single Brotherhood, 
snd Tam jour Lord and Chechen thsciec acti eat 
no other) (21; 92),2 
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‘The Prophet (peace be upon him) has affirmed the same by 
saying: 
Tam witness to the fact that all servants (of Allah) are 
brethren (to one another). 


He has exhorted the believers to treat all men equally, caring 
for their good as they care for their own, 

“A man does not believe unless he likes for his brother what 
he likes for himself," 

The earth with all its resources is a common heritage of 
mankind, Human life with all its endowments, and the 
differences therein, is in the nature of a test (6: 165, 7: 10). 


Hallowed be He in whose hand all dominion rests, since He 
has the power to will anything. He who has created death as 
well as life. So that He might put you to test (and thus show) 
which of you is best in conduct, and (make you realize that) 
He alone is almighty, truly forgiving (67: 1-2). 


Emphasis on Justice and Fairness 


God likes to have order on earth and justice and faimess in 
human relations. “Call unto your sustainer humbly, and in the 
secrecy of your hearts. Verily, we love not those who transgress 
the bounds of what is right: hence, do not spread corruption on 
earth after it has been so well ordered. And call unto Him with 
fear and longing: Verily God’s grace is ever near unto doers of 
good" (7: 55-6). : . 

Covenants should be honoured, conventions followed, rights 
recognized and aggression shunned, Everyone should willingly 
concede to everyone else what is his due, 


_. . And be true to every promise, for, verily, (on 
judgement day) you will be called to account for every 
promise you made. And give full measure whenever you 
measure, and weigh with a balance that is true: this will be 
(for your own) good, and best in the end (17: 34-5). 


Justice requires equality of rights and giving full measure to 
others,® al” Fane ieee ts should be justly recognized and 
yielded without any discrimination. 
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Behold, God bids you to deliver all that you have been 
entrusted with unto those who are entitled thereto and 
whenever you judge between people, to judge with justice 
(4: 58). 


God’s universe is endowed with balance and equilibrium. 
Human society needs the same, To attain this, men must learn to 
live in peace by mutually recognizing each other's rights and 
giving everyone his due. 


And the skies has He raised high and has devised (for all 
things) a measure, so that you too (O men) might never 
transgress the measure (of what is right) weigh, therefore, 
(your deeds) with equity and cut not the measure short. 
aod Ng earth has He spread out for all living beings (55: 


God's purpose in appointing messengers from amongst men 
is to enable men to live with justice and equity (57: 25), All the 
above noted principles = brotherhood, shared heritage and 
shared destiny, fair dealings and mutual recognition of rights, 
fulfilment of promises and cooperation — are directed towards 
the establishment of a just and equitable world order. In the later 
part of this section, we shall focus on some of the Shari'ah rules 
Telating to economic transactions that are designed to realize 
this objective. But before doing so, we need to consider the 
nature of the Islamic community whose external economic 
relations are the subject of this study. 


The Muslim Ummah and its Mission 


Muslims constitute a single Ummah (community). The 
Islamic injunctions studied above are addressed to the indi- 
vidual Muslim as well as to the Muslim community as a whole. 
The wording of some of these injunctions might give the 
impression that all Muslims are duty bound to remain united 
under a single political leadership as they were during the time 
of the Prophet. But the Shari‘ah does not explicitly prohibit 
multiplicity of political organizations, as long as the law of God, 
the Shari'ah, remains supreme, for sovereignty belongs to 
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Allah alone. Even though the modern concept of the sovereign 
nation state is alien to Islam, a multiplicity of Muslim states is 
acceptable, provided these states function within the framework 
of Islamic law. 

At present, about two-thirds of the ummah is divided into 
more than fifty nation states, while more than one-third of it live 
as citizens of other states. Theoretically, if not in reality, they 
still constitute a single community bound by the law of God, All 
these Muslim states and Muslim minority groups in other states 
are addressed by the injunctions above, each duty-bound to live 
up to them to the best of its capacity, as ordained by Allah. 


So keep your duty to Allah as best you can, and listen, and 
obey, and spend, that is better for your souls . . . (64; 
16),” 


Each Muslim state individually, as well as the group of 
Muslim states collectively, are under an obligation to conduct 
their economic relations with the non-Muslim world, and 
individual non-Muslim states, in accordance with the above 
principles. They are, indeed, duty-bound to maintain brotherly 
relations with one another and cooperate with one another in 
discharging the universal mission of the ummah. Muslim states 
are obligated to care for the religious freedom, human rights and 
economic well-being of their Muslim brothers living as 
minorities in the rest of the world. They are also required to 
ensure the religious freedom, human rights and economic 
well-being of their non-Muslim citizens. All this necessarily 
follows from the supremacy of the Shari'ah in the conduct of a 
Muslim state and its external relations. The Islamic doctrine of 
collective duties (fard kifayah) makes need fulfilment and 
protection of every Muslim a collective obligation of the entire 
ummah. Hence, the external economic relations of Muslim 
states should be conducted in a manner conducive to the 
recognition by other nations of the just rights of their Muslim 
subjects and to removing any obstacles in the way of exercising 
these rights. Muslims living in non-Muslim states, individuals 
as well as groups, are also duty-bound to deal justly with all, to 
give every entity its due, to care for the good of their fellow 
countrymen and to work sincerely for the good of mankind, 

The integrating force is common allegiance to the Shari‘ah 
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which will make all the constituent parts of the contemporary 
Muslim community, nation states as well as Muslim minorities, 
serve in unison the Islamic mission. 

The Muslim community is a moral community. It has to 
conduct itself morally, It is also charged with a mission relating 
to mankind as a whole. 


You are the best community that has ever been brought 
forth for (the good of) mankind. You enjoin the doing of 
what is right and forbid the doing of what is wrong, and 
you believe in God . . . (3: 110). 


» +» and that there might grow out of you a community (of 

people who invite unto all that is good, and enjoin the 

doing of what is right and forbid the doing of what is 

vine and it is they, they who will attain a happy state (3: 
). 


And thus we willed you to be a community of the middle 
way, 8o that (with your lives) you might bear witness to the 
truth before all mankind, and that the Apostle might bear 
witness to it before you (2: 143). 


We can easily identify three distinct, though closely 
interrelated, items in the global agenda before the ummah, as 
laid down in the above verses: to exemplify Islam through its 
own conduct (being witness), to enjoin right and forbid wrong, 
and to work for the good of mankind (as implied by the Arabic 
prefix /i (for) in the first quoted verse and the word khayr (good) 
in the second one), The requirements of the first two items are 
obvious; the community should never adopt an immoral 
posture, it must conduct all its affairs, including international 
economic relations, in accordance with the principles of 
morality and justice. Working for the good of mankind lays 
explicit emphasis on what is already implied by a moral stance, 
i.e. caring for the material well-being of all men and women. 
‘The wnmah cannot be indifferent to poverty, hunger and disease 
anywhere in the world, just as it cannot ignore tyranny, denial of 
human rights and persecution on religious grounds. It must care 
ir all men and women: their need fulfilment and their 

lignity. 

This concer of the ummah for justice and equity and for 
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mankind's material well-being is underlined in many Qur'dnic 
verses and Traditions, which cannot be cited here due to 
limitations of space. We will note only three traditions from the 
Prophet which clearly indicate his concern for the material 
well-being of people living outside his territorial jurisdiction. 

Al-Mawardi reports a tradition from the Prophet, narrated by 
Abd Hurayrah, which says, ‘Once bad remarks were made 
about the non-Arabs before the Prophet, The Prophet advised 
against doing so and said, **Do not abuse them because they 
developed the lands of Allah and (as a result) the servants of 
Allah could live in those lands.”* "* 

The Prophet never hesitated to extend material help to people 
in distress, even when they happened to live across the border, It 
is reported that once he sent five hundred dinars to be 
distributed among the poor of Makkah (before it came under his 
rule) who were suffering hardship due to famine.’ During the 
same period when the supply of wheat from Yamimah to 
Makkah was stopped at the behest of an influential chief, 
Thumamah, who had recently embraced Islam, the Makkans 
appealed to the Prophet in the name of kinship and good 
relations. The Prophet wrote to Thumamah to persuade him to 
Jet them have their supplies as usual.!° 


Objectives of External Economic Policy 


It is possible to deduce from the above discussion some 
policy objectives for the economic relations of a Muslim nation 
with other nations. These are three: 

(i) Preserving and promoting the economic interests of 
‘one’s own people, priority being given to need 
fulfilment.'' d a 

(ii) Observing the Shari'ah rules relating to economic 
transactions with a view {o ensuring justice and 
equity. ih 

(iii) Strengthening the ummah and serving the mission of the 

Islamic community in cooperation with other Muslim 
peoples exemplifying Islam, communicating its 
message ze promoting human welfare at the global 
level. 
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The highest priority attaches to the third objective as it 
defines the raison d' étre of the ummah. Observance of Shari'ah 
rules and ensuring justice takes precedence over national 
economic interests which should be promoted within the 
framework of Shari'ah rules and the Islamic mission. 

We discuss these objectives and their implications for 
international economic relations in the following sections. First, 
we discuss the Shari'ah rules relevant for the subject under 
study, 


Shari'ah Rules Governing Economic Transactions 


The Shari‘ah does not have separate ethical norms for 
dealing with aliens, Muslims are bound by the same rules of 
conduct irrespective of the beliefs of those they are dealing 
with. A brief summary of the Shari'ah rules governing 
economic transactions is given below, For details one has to 
consult some of the standard legal compendiums of Islamic 
law, 

All economic transactions require the willingness of the 
concemed parties with the provision that the goods and services 
transacted do not belong to the prohibited category and the 
transaction is free from the following corrupt practices. 


1, Ribd, i.e. interest on loans and exchange of unequal 
quantities of similar fungibles, Gold or silver or a 
particular paper currency must be exchanged in equal 
quantities, When gold and silver or different paper 
currencies are exchanged with one another, the quantities 
can be unequal but the exchange must be simultaneous. 

2. Qimar, i.e. gambling, bet and wager. The essence of 
gambling is taking a risk deliberately created or invited, 
which is not necessary in economic activity, to gain 
thereby, 

3. Ghaban, ie. fraud, especially that relating to the 
characteristics of a product. 

4. Tkrah, i.e. coercion, or imposing a contract, or a condition 
therein, on an unwilling party. 

5. Bay* al-mudtarr, i.e. exploitation of need, eg. by 
charging an exorbitantly high price. 
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6. Thtikar, i. ithholding supplies of essential goods and 
services with a view to raising prices. 

7. Najsh, i.c. raising prices by making false bids. 

8. Gharar, i.e. hazard or uncertainty surrounding a com- 
modity, its quantity, price, time of payment, time of 
delivery, etc. (with the provision that some little gharar 
can be ignored if it is humanly impossible to eliminate 
it). 

9. Jah! mufdi ila al-niza’, ic. such lack of information 
about a commodity, its quantity, price, etc., as may lead 
to dispute. 


An Islamic nation’s trade with the outside world, its 
commercial policy, its financial transactions with other parties, 
and its developmental strategies involving transfer of techno- 
logy, economic aid, borrowing abroad, etc., al] must be free 
from the above-mentioned corrupt practices. 

Difficulties may arise, however, in the context of observing 
some of these rules when the other party is resorting to corrupt 
practices and harmful policies such as ribd, monopoly pricing, 
price discrimination, dumping or harmful restrictions on 
movement of people, materials, monies, services and ideas, In 
such situations, Islamic nations should be allowed to protect 
their interests through suitable measures including reciprocal 
restrictions, They may also justifiably resort to joint action 
directed at ensuring justice and preventing oppression. 

Another type of conflict may arise when the realization of a 
particular national interest (maslahah) involves some damage 
(darar) to another nation, As we shall note below, the jurists 
have laid down certain general rules to guide the decision-mak- 
ers in such conflict situations. It should be noted, however, that 
the temporary disadvantage to a party caused by fair competi- 
tion among traders does not constitute damage as it eventually 
serves the public interest (see Article 26 of the Majallah quoted 
below). 

Thee may also arise exceptional situations in which the 
observance of a particular Shari‘ah rule might expose a nation 
to extreme hardship and unbearable losses. Such a situation has 
to be resolved by discretionary policies, decided upon by the 
social authority after due consultations, in the light of certain 
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Shari'ah rules of a general nature. Some of these rules are noted 
below. 

The legal maxims noted below are taken from the Ottoman 
Majaliah.? They represent a wide consensus of jurists and find 
support in every school of Islamic law. In many specialized 
works by jurists belonging to different schools of Islamic law 
they have been substantiated by the text as well as by the spirit 
of their original sources of Islamic law, the Qur'an and the 
Sunnah, Some of the maxims deal with harmful effects of 
actions or damages. They seek to minimize their incidence and 
give precedence to removal of public damage. 


(i) Causing damage!’ and retaliating by damage is not 
allowed, (19) 

(ii) Damage shall be removed. (20) 

(iii) A damage shall not be removed by doing a like 
damage. (25) 

(iv) Severe damage may be removed by doing @ lighter 
damage, (27) 

(v) A private damage shall be tolerated in order to prevent 
a public damage.(26) 

(vi) A damage shall be removed to the extent possible, 
Gi) 


Another set of maxims deal with masdlih and mafasid, i.e, 
goods and bads, or utilities and disutilities. They help the 
decision-maker in resolving conflict situations. 

(vii) When there is a (unavoidable) choice between two 
bads,'* remedy of the greater one is sought by 
__. Choosing (to do) the smaller one (28) 
(viii) tien the lesser of two evils shall be chosen 
Ye 
(ix) Any action (by the Social Authority) affecting the 
people shall be in the public interest,"> (58) 
(x) Preventing bads is prior to acquiring goods. (30) 


_ Lastly, we note three maxims dealing with exceptional 
circumstances: 


(xi) Hardship brings about relaxation (17), 
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(aii) roa pian lawful what is (normally) prohibited 
(xiii) What is Permitted out of necessity is limited to the 
extent necessary (22). 


Read together in the context of international economic 
relations, the two sets of rules cited above are clear in their 
Purpose and intent. These relations should be just and fair and 
everyone should avoid adopting policies that could be harmful 
to others. If and when any party adopts harmful policies the 
aggrieved party has a right to protect its interests and retaliate, 
but the best policy is to prevent such action through joint action 
and international agreements. Also, if and when observance of a 
Shari'ah rule causes extreme hardship to a people, that 
particular rule may be held in abeyance till a way out is found. 
This is quite clear in the light of the last three maxims noted 
above, 

Special importance is attached to international agreements, 
When an Islamic nation, or group of nations, willingly enters 
into any agreement with non-Muslim nations, they should abide 
by it and fulfil all obligations arising from it. Presently, Muslim 
countries are party to a large number of international agree- 
ments as members of the United Nations and its subsidiaries. 
They are also members of the Organization of Islamic 
Conference (OIC) and some other regional organizations. 
Unless any of these commitments is, on scrutiny, found to be 
ultra vires of Shari‘ah or to have been secured under duress, 
Islamic nations should meet them fully in the interest of a just 
world order. 

It should also be noted that some of the above-mentioned 
maxims, e.g. (ii), (iv), (vi) and (x) provide grounds for imposing 
economic sanctions against erring parties, : oA 

We shall now discuss the first of the three policy objectives 
noted above: How an Islamic nation can preserve and promote 
the economic interests of its people in matters relating to foreign 
trade, exchange rates, capital movements, emigration and 
immigration, economic aid, etc. 
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Promotion of National Economic Interests 


Trade Freedom 
God has permitted trade and encouraged mobility for that 
Purpose. 
God has made buying and selling lawful (2: 275). 


And when the prayer is ended, disperse freely on the earth 
and seek to obtain (something) of God's bounty . . . (62: 
10). 

And He it is Who has made the sea subservient (to His 
laws), so that you might eat fresh meat from it, and take 
from it gems which you might wear, And on that (very sea) 
‘one sces ships ploughing through the waves, so that you 
might (be able to) go forth in quest of some of His bounty, 
and thus have cause to be grateful (to him) (16: 14). 


Any restriction on freedom of trade and movement of factors 
of production would therefore require some justification. Such a 
justification can come only on the basis of public interest 
(maslahah), Some of the circumstances justifying restrictions 
on the basis of national economic interests or on Islamic 
ideological grounds are noted below, But the basic position 
remains that of freedom of trade and movement. Men are free to 
trade what they wish at the prices they wish. They are also free 
to move when and wherever they like. They are also free to hold 
their wealth in any form they like and to invest their savings 
nies they like, provided they observe the Shari'ah rules noted 
above, 

What is true of trade and mobility of factors of production is 
also true of rates of exchange between currencies. They are left 
to be determined by the market forces of demand and supply, 
unless there is reason to control them. 

‘The state can intervene only to prevent violation of Shari'ah 
rules and in order to protect and promote public interest 
(maslahah). Modem conditions necessitate taking a macroeco- 
nomic view of national economic interests. Public interest 
cannot be protected in an ad hoc manner, proceeding case by 
case, Domestic goals relating to employment, need fulfilment 
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and equitable distribution, and the objective of maintaining a 
reasonable degree of stability in prices, constitute the essential 
dimensions of a comprehensive view of public interest, 

Since state intervention in order to protect or promote public 
interest generally involves restraints on individual freedoms, 
the crucial thing is the mode of decision-making, ie. who 
identifies public interest and the measures necessary to protect 
or promote it. In accordance with the Qur’anic prescription, 
‘and whose rule (in all matters of common concern) is 
consultation among themselves’ (42; 38), a decision should be 
arrived at through consultation at the appropriate level. Such 
consultation can ensure that the interests of all concerned are 
taken into consideration without any discrimination, Open 
discussion of the issues involved, in order to give everyone a 
chance to be heard, followed by efforts to arrive at a consensus 
in the relevant consultative body, are necessary for this purpose. 
In the context of international economic relations, it is mostly 
the consultative body at national level which will be involved. 
But in some cases the nature of the issue may call for a decision 
at some regional or international level to which nations may 
voluntarily commit themselves. 

In the contemporary world, there are a large number of nation 
States, some grouped together into regional economic blocs, 
pursuing their diverse economic interests, sometimes with 
disregard for the similar interests of other nations, The world is 
dominated by a score of economically-advanced countries 
whereas more than 130 developing countries lag behind in every 
respect. Islamic countries mostly belong to the group of poor and 
weak countries. In the past they followed other developing 
countries in adopting protectionist policies. These policies failed. 
But they are fearful of the new openness coming in the wake of 
economic globalization and GATT. There are difficult choices to 
be made in the context of transfer of technology, capital 
movements, multinational corporations and monetary integra- 
tion. It is not possible to discuss all these problems in this chapter. 
Moreover, specific policy options have to be exercised in the 
overall context of development and gaining strength for the 
Islamic community and decreasing their dependence on non- 
Muslim nations. Below, we list and briefly review some of the 
major issues in the perspective of the Shari'ah rules stated above. 


109 


Role of the State in the Economy 


Issues in the Pursuit of National Economic Interests 


- Restrictions on trade through tariffs, quotas, etc. 

- Protection of home industries in any other way. 

- Restrictions on the movement of labour, the problem of 
*brain drain’ and immigration policies. 

- Restrictions on capital movements, on investment abroad 
and on foreign investment in the home country, The issue 
of integration with the world capital market. - 

- Restrictions on foreigners owning property and managing 
enterprises in the home country; the issue of multinationals. 

- Allowing foreign equity participation, quasi-equity ar- 
rangements, leasing arrangements and other “new forms 
of investment’. 

- Borrowing abroad and/or lending abroad at public and 
private levels. 

~ Allowing multinational banking. 

~ Intervention in the exchange market and controlling the 
external value of currency, 

- Allowing free convertibility of currency. 

~ Integration with the world monetary system or insulating 
the domestic economy through independent management 
of money, 

~ Policies relating to employment and price stability in the 
context of inflationary or deflationary pressures originat- 
ing in the external sector of the economy. 

- Distributive policies and their requirements in relation to 
taxation of foreigners and foreign assets of citizens, etc. 

- Development strategies: export promotion versus import 
substitution. 

- Seeking foreign aid or giving aid to others. 

- Transfer of technology. 

- The desirability of self-sufficiency in food and other 
strategic materials: political and ideological reasons for 
lessening dependence, 

~ Regional economic integration: economic unions, clear- 

ing unions, customs unions, etc. 

Inter-Islamic economic cooperation and its implications 

for regional and international economic relations. The 

issue of an Islamic Common Market. 

Multinational commodity agreements and cartelization. 
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The above list of issues, by no means exhaustive, is 
formidable indeed. A detailed examination of each issue in the 
light of Shari'ah rules and the Islamic legal maxims noted 
above is not possible here. It should be noted, however, that 
only some of the above issues involve Shari‘ah rules governing 
economic transactions. Most of them involve the calculus of 
maslahah and mafsadah on which the above-mentioned legal 
maxims throw some light. As one goes down the list of issues, 
with the actual condition of present-day developing Islamic 
countries in mind, one feels that a case for free trade policies is 
not always obvious. There are, for example, important masdlih 
(public interests) to be protected by regulating capital move- 
ments and transfer of technology. But such regulation is 
becoming less and less possible due to the revolution in 
information and communication technology. Nations have to 
reconcile themselves to openness and free trade. The weak have 
to rely on regional cooperation in confronting the strong. 
Malaysia and Indonesia may provide some lessons for other 
Muslim countries. It is not possible, however, to prescribe 
policies valid for all Islamic countries all the time. Actual 
choice of policy should be based on the circumstances an 
Islamic country faces at a particular time. 

We will now briefly review some of the above issues, 
assuming developing Islamic countries face similar circum- 
stances, 


Trade Restrictions and Protectionism 


Economic theory has identified the ‘infant industry ar- 
gument’ as the only valid ground for protection from a world 
point of view.'® Protection through appropriate tariffs on the 
import of relevant goods allows a domestic industry sufficient 
time to develop and compete with the world industry. In 
practice, however, vested interests tend to prolong protective 
measures to the disadvantage of the national economy. It is also 
argued that a production subsidy coupled with an equal fax on 
consumption serves the domestic industry better than import 
restrictions. Protection is also justified when the protected 
industries are likely to generate ‘externalities’ from which other 
home industries are likely to benefit.'” 
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Tariffs can be an effective means of improving terms of trade. 
The terms of trade of the primary goods producing countries 
have been declining since the beginning of this century.'* 
International agreements are needed to protect the interests of 
the primary goods producing developing countries. i 

‘Trade restrictions are justified in retaliation for similar 
restrictions imposed by the other party. Import duties were first 
introduced in Islam by Caliph ‘Umar when Muslim traders 
complained to him that other countries were collecting duties 
from them at the entry points to those countries.'? If other 
countries do not impose any duties the Muslim country is also 
advised not to impose any duty.” But economic theory has 
wamed of the ‘beggar thy neighbour’ consequences of such 
policies, 2 point which should receive due consideration in the 
calculus of maslahah and mafsadah in any particular case. Free 
trade policies can flourish only as a result of international 
agreements which provide sufficient incentives to those 
countries which see an advantage in protectionist policies.?! 
This is precisely what GATT tried to achieve and what the 
World Trade Organization is supposed to ensure. 


Restrictions on the Movement of People 


Restrictions on citizens of other countries taking jobs in the 
home country are on the ground of the unemployment existing 
in the home country, Since existing differences in skill levels 
have historical roots and cannot be removed in the short run, 
these restrictions may be justified in view of the ultimate 
responsibility of the state to provide jobs and to take care of the 
needs of its citizens when they are unemployed. 

Restrictions on skilled manpower moving abroad to take jobs 
(brain drain) may be justified on the ground of national needs, 
inability of the country to pay wages comparable to those in the 
world market® and the fact that national resources have been 
invested in creating those skills. 

The first argument loses its relevance if there is a labour 
shortage at home. The second argument collapses if suitable 
jobs for highly qualified people are not available at home. Entry 
of foreign labour may raise productivity at home and pressurize 
domestic labour to improve its skills. Remittances from 
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nationals working abroad have been a significant source of 
foreign exchange for many developing countries in the last two 
decades, In any case, the cure for the brain drain is adequate 
manpower planning and not restrictions on mobility which are 
also difficult to impose. 

We can, therefore, conclude that the economic arguments for 
restrictions on the mobility of labour and professionals are at 
best temporary in nature, Freedom of movement is a funda- 
mental right of every individual and the world as a whole stands 
to gain by it. 

This leaves out the cultural ground for restricting the 
movement of people into and out of an Islamic country. An 
Islamic society with a good standard of commitment need not 
restrict such movements as they have historically been a means 
of spreading Islam. 

Any restrictions placed on the entry of a Mustim individual 
into a Muslim country can be justified only on economic 
grounds, if at all. Seen in the context of the desirability of 
greater economic integration among Islamic countries, eco- 
nomic measures for restricting the movement of Muslims 
within the world of Islam can, at best, be of a short-term 
nature. 


Capital Movement 


Should individuals be free to invest their savings in other 
countries and to own assets located abroad? Should foreigners 
be allowed to invest in a Muslim country, own property, run 
factories, etc.? Should it make a difference if the foreigner is a 
Muslim? Should capital funds be allowed to move freely across 
borders in search of maximum profits ~ and security? Economic 
theory has generally supported the case of freedom in all these 
respects, but the practice in almost all developing countries is 
that of strict regulation and control. Muslim nation states, too, 
do not relax any of these rules in favour of Muslims. 

The developing countries’ fear of flight of capital and 
dominance by foreigners, which is responsible for the above~ 
mentioned restrictions, is not entirely unjustified, Automatic 
functioning of the world capital markets is perceived to benefit 
the stronger, larger and better informed parties — all located in 
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the advanced countries —to the disadvantage of the weak, poor 
and capital-starved developing countries who can offer neither 
security nor stability. The state steps in, therefore, to manage the 
capital market and regulate the role of foreigners in the interest 
of capital formation at home, Foreign investment by nationals is 
generally not allowed. Foreign private capital is welcome in 
some countries, but others prefer official aid. Multinationals are 
allowed but with conditions relating to local participation and 
transfer of technology. Other regulations abound, but the more 
there are the more they tend to favour a small section of 
businessmen, making life more difficult for the rest. If the 
purpose of these regulations is to keep investment policies in 
line with national priorities, it should be clearly laid down and 
then foreign investors should be allowed to enter the domestic 
market. It would also serve the interest of the Muslim countries 
to create conditions favourable for greater mobility of capital 
within the group of Muslim countries, Lack of such conditions 
has been the major cause in Muslim countries of capital's flight 
to the West. Most developing countries have relaxed these 
regulations to their advantage, 

But some regulation of the capital market in Islamic countries 
is also necessary to keep it free from interest, gambling and 
other corrupt practices. Special attention has to be paid to 
speculative movement of funds which, as Keynes remarked half 
acentury ago, ‘threaten disorganizing all steady business’? 

Foreign private capital should be welcome in Islamic 
countries on a profit-sharing basis. A host of new forms of 
investment are available which do not involve interest or any of 
the corrupt practices noted earlier, Leasing also provides a 
secure for acquiring capital equipment from abroad. 
Prohibition of interest in effect removes lending and borrowing 
as the basis of capital movements, so far as Islamic countries are 
concerned. A Muslim nation should neither lend nor borrow on 
interest. But loans without interest can still have a role in 
ee banking as well as in transactions between central 

Ss. 

Economic aid in the form of interest-free loans may also 
assume greater proportions given increased cooperation be- 
tween Muslim countries. 

It is only in extreme need and under exceptional circum- 
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‘stances that a Muslim nation may invoke the last-mentioned legal 
maxims noted above to justify, temporarily, interest-based 
borrowing from other nations, foreign commercial banks or 
international financial agencies. The issue of outstanding foreign 
debts apart, Muslim nations should strive to do away with foreign 
borrowing in future by switching to profit-sharing and leasing 
arrangements with their creditors. To the extent it is not possible 
to do so they have no option but to cut their (public) expenditures 
and rely on increased inter-Islamic cooperation for meeting their 
financial needs. Removal of impediments to the inflow of private 
business investment from outside can also help a lot. 


International Monetary Relations 


What kind of a monetary system can we envisage for a 
contemporary Muslim country? Should it be an automatically 
functioning system with no restrictions on convertibility of 
currency, no control of exchange rates, no curbs on multination- 
al banking and full integration with the international monetary 
system? Or, should it be a system of managed money with 
limited facilities for convertibility, a controlled exchange rate 
and a regulated banking sector, so that the authorities have 
effective control of the domestic money supply? It is the latter 
scenario which obtains in almost all contemporary Muslim 
countries, The reasons are easy to see. The world monetary 
system is presently in a chaotic state. The collapse of the Bretton 
Woods system and the freely-floating dollar has removed any 
semblance of an international monetary system and no 
agreement is in sight for instituting anew world monetary order, 
The suggestion of a return to gold as the basis of money, both 
domestic and international, is ill-conceived as the so-called gold 
standard never really provided a fully automatic monetary 
system. In any case, gold cannot meet the expanding needs of 
mankind for a medium of exchange and an international 
reserve. The idea of a world central bank with a fiat money 
acceptable to all nations is also not acceptable as it simply 
transfers the difficult task of managing money from the national 
authorities to an international authority. Such a centralized 
management would be an impossible task in view of the diverse 
interests of individual nations.** 


us 
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Till such time as mankind can envision a world monetary 
system acceptable to all nations, rich as well as poor, strong as 
well as weak, there is no alternative to nationally managed 
monies supplemented by regional and international cooperative 
arrangements directed at specific ends such as orderly changes 
in exchange rates, easy supply of international credit and 
efficient clearance of claims, etc, 

It is realistic to assume that central banks and national 
governments can no longer exercise tight control on exchange 
rates and domestic money supplies except at a high cost in terms 
of production and employment. No modern economy can 
simultaneously ensure domestic price stability, full employ- 
ment and a stable extemal value of its home currency.** 
Differential rates of productivity changes in the countries of the 
world and changing expectations make it an impossible task, 
The order of priorities and acceptable degrees of trade off 
between the three objectives cannot be the same for all 
countries, It depends on the position of a country in the world 
economy, the relative size of its external sector and the extent of 
unemployment in the economy. 

Freely-floating exchange rates damage the interests of 
developing countries which are obliged to import more than 
they export. Their task is made more difficult by the resulting 
uncertainties in the capital market, They need a regime of fixed 
exchange rates to plan their development. Expansion of trade 
between themselves and dealing with the developed countries 
4s a group through their own institutions may decrease 
uncertainties and lessen their need for international reserve 
currencies, 

In a free economy with a relatively small external sector, 
domestic stability should take precedence over exchange rate 
stability. If the external sector dominates then the exchange rate 
becomes more important. Full employment policies and welfare 
services cannot be maintained with declining real production 
and shrinking international trade. Inflation is sure to frustrate 
cee oars sooner ce later. Islamic countries will understan- 

lably be under popular pressure to guarantee job opportunities 
and need fulfilment. But: pay the saan countries 
during the last four decades has proved that these objectives 
cannot be realized through deficit financing. Expanding real 
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production through higher productivity and larger international 
trade is necessary for that purpose, This leads us to the issue of 
development strategies which we proceed to examine in the 
context of international economic relations. 


Development Strategies in the International 
Perspective 


‘The dual economy approach ~ a small urban capitalist sector 
geared to the world economy in the hope that it will pull along 
the remaining backward sectors — has failed miserably. In any 
case, it does not suit the egalitarian and participatory temper of 
an Islamic economy. National development should mobilize the 
entire population, urban as well as rural, through assuring 
everyone — the peasant, the wage labour, the entrepreneur and 
the capital owner — that the fruits of their contributions to the 
national product will flow back to them in good measure. The 
normal material incentives to work, save and invest need also to 
be buttressed by the Islamic mission, Corruption should be 
climinated and a truly consultative political process should 
restore the trust of the populace in decision-making at national 
level. 

In the international context, the unsuccessful experience of 
many developing countries with a policy of import substitution 
has led to a preference for export promotion as the best strategy. 
Sometimes the efforts of the developing countries in this regard 
are frustrated because of the refusal of the advanced countries to 
let their product in. Developing countries are no longer content 
to be producers of primary commodities because of the 
deteriorating terms of trade for these commodities. The impasse 
can only be broken through international agreements since the 
capacity of primary goods’ producers to dictate their will 
through cartelization is very limited and, at best, transitory. 
These countries have to diversify into the production of 
manufactures. This would require group action designed to 
enlarge the market and ensure greater specialization within the 
group so that economies of large-scale production can be 
enjoyed. . f 

Often in international economic relations a situation arises in 
which the good of all can best be realized by generally agreed 
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fair arrangements. But such an arrangement fails to materialize 
because individual nations, or groups of nations, find them- 
selves in a position to secure larger gains through a different 
policy. There is no alternative, however, to working patiently 
for universally-acceptable fair arrangements, especially in view 
of the fact that the perception of what is fair differs from nation 
to nation, and from p to group. Islamic developing 
countries have to make the best of GATT and WTO and 
improve their competitive advantages in the global econo- 

There is wide scope for regional economic cooperation 
among the developing countries. This should apply especially 
to Muslim countries in North Africa, West Asia and South East 
Asia forming geographically contiguous regions. Clearance 
unions and payment unions can help promote inter-Islamic 
trade, A currency union could be even more helpful. The issue 
of customs union and eventually an Islamic common market 
should receive greater attention than they have received so far. 
We mention them here to underline their importance in the 
absence of universally-acceptable arrangements in the fields of 
trade and finance. It would be a good gesture to invite 
neighbouring developing countries to join these Islamic 
groupings, unless there are strong political or cultural reasons 
applying to a particular case, More often than not, cultural 
considerations can be taken care of in other ways, and what is 
more conducive to resolving political conflicts than the 
opportunity of making solid economic gains through mutual 
cooperation? 

Presently, Muslim countries in Africa, West Asia and South 
East Asia are already members of some regional groupings, 
besides being members of the OIC and its subsidiaries. There is 
no essential conflict between greater economic integration 
between Islamic countries and their participation, along with 
neighbouring non-Muslim countries, in the respective regional 
organizations. Their economic problems are similar, and they 
need a joint strategy in dealing with the dominant advanced 
industrial countries and for securing just international agree- 
ments. 
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Demands of the Ummah’s Mission 


We now turn to the third objective of international economic 
relations in the Islamic perspective, which requires the Muslim 
peoples to strengthen their mutual bonds to extend material help 
to other peoples who need help and to popularize Islamic ideas 
and values among them. Individual Muslim nations, and the 
group of Muslim nations, can play this role better if they are, 
economically, in a position to give to others rather than being 
obliged to take from them. The more they need other peoples’ 
help the less credible their call to Islam becomes, The first 
requirement of this policy norm is, therefore, for the Islamic 
nations to minimize their dependence on others. 

Some Islamic countries are in a position to spare some 
resources for the poor developing countries. Even the average 
‘ones should make some sacrifice to relieve extreme poverty and 
suffering elsewhere. They should do so individually as well as 
collectively through such institutions as the OIC and the Islamic 
Development Bank. The rich ones should contribute generously 
to the agencies set up for these purposes. 

The existence of sizeable Muslim minorities in many 
countries of the world assumes special significance in the 
context of Islamic mission. The highest priority attaches to 
ensuring human rights and freedom to live in accordance with 
Shart'ah, This could be done by the Islamic nations maintaining 
good bilateral relations with these countries and exercising 
vigilance through the United Nations. The treatment that 
non-Muslim minorities living in Muslim countries receive is of 
crucial importance in this context. 

Muslim countries should endeavour to extend all possible 
help to the Muslim minorities to enable them to improve their 
skills and educational standards. Encouraging Muslim-man- 
aged enterprises through participatory finance and favourable 
treatment of Muslim job seckers from the minority countries 
could also help improve their economic conditions. 

The mission involves much more. Muslim nations have to 
demonstrate, especially in the conduct of international econom- 
ic relations, that they care for man’s freedom from tyranny and 
hunger more than they care for national glory and material 
progress. They should be willing, therefore, to buy peace and 
freedom for others at the cost of some of their own economic 
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interests. Even their alliance with Third World developing 
countries in order to secure a better deal from the advanced 
countries, should not deteriorate into an all-out confrontation. 
‘Their love and care must encompass all human beings, the West 
included, 

But the fact remains that the wnmah cannot play its desired 
role unless it re-orders it internal organization as well as 
relations with the rest of the world, In this latter context, its 
present state of dependence and backwardness can be ended 
only by planned efforts in cooperation with other developing 
countries trapped in a similar situation, Free trade or laissez 
faire will not end the domination of the weak by the strong. 

Internally, individual Muslim countries are at present linked 
more closely to the dominant industrial economies than they are 
to one another, through trade and factor movements. This is not 
how Islam conceives the relationship of Muslim peoples among 
themselves. This is against the economic and political interest 
of the ummah. It keeps it weak and vulnerable to cultural, 
economic and political domination by anti-Islamic and un-Is- 
lamic powers, The strength of the wmmah, its defence against 
external threats, and the imperative of its taking the position of 
exemplifying Islam and calling towards it, necessitate if not 
unification, at least greater integration; social, economic and 
political, 

It is way beyond the scope of this paper to discuss how such a 
re-ordering can be effected. Greater economic and political 
integration among the group of Islamic nations is, however, a 
must in this regard so that the external economic relations of the 
ummah are channelled largely through the group organization at 
a collective level. This would secure for the group of Islamic 
countries not only better terms of trade but also save its 
individual members from the state of total dependence on the 
developed countries in which many of them find themselves at 
present, The idea of an Islamic common market deserves 
special attention in this regard. It would provide a market large 
enough for realizing gains from free trade by way of 
specialization and large-scale economies. An Islamic common 
market would, however, have to be so designed that these gains 
were shared equitably by the poor and rich members. Special 
arrangements would also be needed to enlist the cooperation of 
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other developing countries, especially those neighbouring 
Islamic countries in Africa and Asia. As noted earlier, there are 
several regional groupings comprising Islamic and non-Islamic 
developing countries. An Islamic common market would need 
to accommodate existing arrangements unless ideological and 
cultural considerations necessitated some modificatior 


Conclusion 


In conclusion, we must re-emphasize the universality of the 
Islamic approach to international economic relations. Islam 
emphasizes brotherhood and cooperation, justice and fair 
dealing. The Muslim wmmah must order its internal and external 
economic policies in accordance with the Sharf‘ah and stand 
united in calling towards and exemplifying Islam. Islam favours 
trade freedom and restrictions on the movements of people do 
not fit its universal approach. But, for the time being, 
domination of the world economic scene by a score of advanced 
industrial countries makes it imperative for developing Islamic 
countries, along with other develo countries to take special 
measures to improve their competitive capabilities and protect 
their vital interests. The ummah should, however, focus on its 
humanitarian and ideological mission and regard economic 
strength as a necessary means to achieve that end. 
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CHAPTER FIVE 


Role of the Voluntary Sector in Islam: 
A Conceptual Framework* 


Introduction 


This chapter discusses the role of the voluntary sector in the 
fulfilment of material and other needs within the family and in 
the provision of public goods. It focuses on the five traditional 
expressions of voluntary action on the part of the Muslim: 
family support, zakdh (wealth tax), gifts and grants, social 
service, and charitable endowments. The doctrine of fard 
kifayah (socially-obligatory duties) is invoked to place volun- 
tary action in its proper perspective. The chapter emphasizes the 
vast potential of the voluntary sector in contributing to the 
welfare of Muslim societies, especially in countries with 
Muslim minorities. Contemporary issues in the administration 
of zakah and wagf (charitable endowments) are also examined 
in the light of Shari'ah. Finally, some present trends and future 
possibilities in the development of the voluntary sector are 
noted with special reference to Islamic institutions, 

Even though this volume is devoted to the state, a look at the 
voluntary sector is appropriate. The connecting link between 
the state and the voluntary sector at the conceptual level is fard 
kifayah. The same social obligation which makes individuals 
establish the state is the well-spring of the voluntary sector in an 
Islamic society. 


“The author gratefully acknowledges the comments made by Professors M. Anas 
Zarga, Mohammed Ariff, and F.R. Faridi on an earlier draft of this chapter, Some 
insights provided by Professor Shamsher Ali at the workshop on ‘Islam and the 
Economic Development of Southeast Asia: The Role of the Voluntary Sector’, 
organized by the Institute of Southeast Asian Studies in Singapore, at which this 
‘chapter was presented as a paper, were very helpful in revising the work, for which | 
am grateful 
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Islam’s Emphasis on Voluntary Help 


A Muslim individual should care for others — for their 
spiritual well-being, material welfare, individual needs and 
their collective or social good. Indeed, helping others is a basic 
tule of conduct in Islam. This is how a Muslim is characterized 
in the Qur'an. 


And the believers, men and women, are protecting friends 
of one another; they enjoin the right and forbid the wrong 
vee OTD)! 


Lo! those who believed and left their homes and strove 
with their wealth and their lives for the cause of Allah and 
those who took them in and helped them, these are 
protecting friends of one another . . . (8: 72)? 


‘Those who entered the city and the faith before them love 
those who flee unto them for refuge and find in their 
breasts no need for that which has been given them but 
prefer [the fugitives} above them though poverty become 
their lot. And whoso is saved from his own avarice — such 
are they who are successful (59; 9).3 


And [would assign] in all that they possessed a due share 
unto such as might ask [for help] and such as might suffer 
privation (51; 19).4 


So give the kinsman his due, and to the needy and to the 
wayfarer. That is for those who seek Allah’s countenance. 
And such are successful (30; 38) 


True piety does not consist in turning your faces towards 
the east or the west — but truly pious is he who believes in 
God, and the Last Day and the angels and revelation and 
the prophets; and spends his substance — however much he 
himself may cherish it — upon his near of kin, and the 
orphans, and the needy, and the wayfarer and the beggars 
and for the freeing of human beings from bondage, and is 
constant in prayers, and renders the purifying dues and 
[fully pious are] they who keep their promises whenever 
they promise and are patient in misfortune and hardship 
and in time of peril; it is they that have proved themselves 
true and it is they who are conscious of God (2: 177). 
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Disregard for the plight of others is the hallmark of the 


unbelievers, 


And when it is said unto them: spend of that wherewith 
Allah has provided you, those who disbelieve say unto 
those who believe, shall we feed those whom Allah, if He 
willed, would feed? You are in naught else than error 
manifest (36: 47)” 


Have you observed him who believes in religion? That is 
he who repells the orphan, and urges not the feeding of the 
needy . . . (107: 1-3). 


Likewise the Prophet also emphasized the charitable nature 


of Muslims: 


“Believers are to one another like a building whose parts 
support one another.’ He then interlaced his fingers,” 


1 am witness to the fact that all servants [of Allah} are 
brethren to one another.'° 


Mankind are God's dependants so the most beloved of 
people in the sight of Allah are those who do good to His 
dependants.'! 


Most liked by Allah is the man who is most beneficient to 
the people in general. And the most liked act is that of 
pleasing a Muslim or relieving him of some grief, or 
paying off a debt incurred by him, or saving him from 
hunger . . .? 
The once said, ‘Charity is obligatory on every 
Muslim.’ Asked if one has nothing to give in charity? He 
replied, ‘He should work with his hands, then enjoy the 
fruits of his labour and give [something out of] it in 
charity.” Asked what if it is not possible for him to work, or 
if he does not work? He replied, "He should help a needy 
person in distress.” Asked again what if even this he does 
not do? The Prophet replied, “He should advise others to 
do good.” Asked what if he failed to do this also? The 
said, ‘He should refrain from doing harm to others 
for even this is a charity from him."!* 
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It is clear in the light of the above verses from the Qur'an and 
the traditions from the Prophet that the charitable behaviour 
required of a Muslim individual covers material support as well 
as spiritual and moral guidance, both by way of promoting 
goodness and preventing what is harmful. In fact, prevention of 
wrongdoing is especially declared to be a duty of every Muslim. 
The Prophet said; 


Whoever sees evil should strive to eradicate it. If he can do 
so by force, he should use force. If that is not possible he 
should speak out against it. If that is also not possible for 
him, he should at least abhor it in his heart, and that is the 
least that faith demands, '4 


Thus, the scope of voluntary action is not confined to the 
supply of economic goods and servi Tt encompasses 
non-material needs as well. Islam envisions a society in which 
individuals, while pursuing their self-interest, also care for the 
interests of others and everyone helps everyone else materially 
as well as morally so that all live a life that pleases Allah. The 
redistributive and allocative roles of the voluntary sector in an 
Islamic society can easily be gleaned through this vision which 
incorporates new concems of social policy such as protection of 


the environment, supply of information, and social cohesion. 


Voluntary Action 


What is the source of voluntary action in man? What 
motivates him to be charitable? Though pushed to the sidelines 
by mainstream economics, a number of economists, starting 
with Adam Smith, have addressed this question, coming up 
with various answers.'* It has been argued that voluntary action 
is born out of man’s awareness of mutual interdependence. 
Self-interest itself urges one to help others in time of need. This 
explanation cannot, however, cover all observed voluntary 
action and is based on too narrow a concept of the ‘economic 
man’. Non-selfish behaviour is an integral part of human 
behaviour. Altruism, defined as ‘behaviour directed towards the 
benefit of others at some cost to the self where no extrinsic or 
intrinsic benefit is the primary intent of the behaviour’,'* is also 
part of human nature along with self-interest, especially after 
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‘one has met his basic needs, More positive attitudes towards 
helping others and far-reaching voluntary action comes from 
love and from a sense of duty. Other motivating forces such as 
reputation and desire for recognition also play a significant role 
in eliciting voluntary action. 

re is some truth in all these explanations, none of which 
need be interpreted so as to exclude the others. One must also 
add to the above list of motives, religious motivation, ic. 
seeking the pleasure of Allah and reward in the Hereafter; one 
helps fellow human beings because one loves God and showing 
compassion to mankind is a channel through which to express 
one’s love of God. It is not necessary for the purpose of our 
study to go into the details of this matter, It is necessary, 
however, fo point out that social concem has been a fact of life 
in all human societies. It is only economic textbooks that ignore 
it! But the scope and strength of it varies from culture to culture. 
Religious cultures promote charitable behaviour and voluntary 
action while secular cultures undermine it, depending on the 
degree of emphasis on materialism and individualism, As we 
have seen above, Islam extols charitable behaviour, giving it a 
central place in its scheme of living. Moreover it gives it a 
universal orientation and secure foundation by rooting it in a 
Muslim’s pursuit of the pleasure of Allah, 

A voluntary act is one proceeding from one's own choice or 
consent. It follows that all action in pursuance of Islamic 
teachings is voluntary action. This also applies to what is 
obligatory in Shari'ah, such as zakdh, as one’s profession of 
faith is itself a voluntary action. Hence the voluntary activities 
of a Muslim include what is obligatory as well as what is 
recommended in Islam. The voluntary sector in an Islamic 
economy includes charitable activities, whether obligatory or 
recommended. 

‘When an Islamic society is organized into a state where the 
Shari'ah is sovereign, obligatory charities such as zakdh and 
*ushr!? are managed by the state. In a country where Muslims 
are in a minority, or in countries with a majority Muslim 
population where Shari'ah is not pape et ears 
voluntary organizations managing these charities. Following 
x conceptual point made oe we will include all charitable 
activities in the voluntary sector, irrespective of the way they 
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are organized and managed. This approach suits the contem- 
porary reality in which the state's role in managing charities is 
minimal, It can also accommodate those periods of Islamic 
history in which the state played a more active role in this regard 
by keeping their management always separate from the 
administration of other state revenues,'* in view of the religious 
nature of these charities. 


Meeting Non-Material Needs 


Despite some overlap due to expected reciprocity, the 
voluntary sector may be distinguished from the exchange 
economy where all action is based on some quid pro quo and 
where everything has a price. The exchange economy also has 
the distinctive feature of dealing only with measurables, 
because only measurable things can have a price expressible in 
terms of money, the medium of exchange, The voluntary sector 
is, sometimes, free of these constraints. There may not be quid 
pro quo involved directly and immediately. The objects of 
voluntary action may not be measurable. They need not have a 
price, Given these characteristics, the voluntary sector has an 
essential role in human society, as the many needs of man 
(psychological, aesthetic, and spiritual) depend on non- 
measurables for their fulfilment, Love and affection, approval 
and appreciation, recognition and praise, contentment and a 
sense of fulfilment, courtesies, etc., are some of the non-mater- 
jal non-measurables for which one cares so much in life, 
especially after one has met his biological needs. These needs 
are generally met by services, not by physical goods. These 
services, unlike the goods and services in the exchange 
economy, are not always characterized by scarcity. They do not 
necessarily involve any transfer of scarce resources. Their 
production is often costless, as is the case with the smile on 
‘one's face which cheers up someone else. The satisfaction of the 
psychological, aesthetic, and spiritual needs of people through 
acts of goodness is an important function of the voluntary 
Sector, contributing in no small way to the sum total of human 
felicity.!” 

Even in the case of certain scarce goods, the voluntary sector 
performs better than the market. Human blood is a case in point. 
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A voluntary donor has no incentive to lie about his blood being 
free of disease.” 

When the voluntary sector is dealing with goods and services 
which do carry a price because of scarcity (e.g. charitable giving 
of food) the transfer takes place more efficiently than in the 
exchange sector. The cost of such a transfer to the givers as well 
as to the society is only the cost of the resources forgone in the 
exchange sector. The givers do not seek a profit, hence their cost 
curves include neither monopoly rents nor the normal profits 
included in the cost curves in the exchange sector, The givers 
seek the pleasure of Allah, reward in the life after death, and/or 
love of their fellow human beings (which, in itself, derives from 
their love for Allah). The supply curve of resources to be 
transferred in charity is therefore a decreasing function of the 
cost of the transferred resources in the exchange sector but it is 
lower and flatter than it would have been if the transfer was 
effected in the exchange sector. The same supply curve is also 
an increasing function of the faith of the givers in the pleasure of 
Allah and reward in the Hereafter and love for fellow human 
beings. The stronger this faith the greater the supply at any 
given cost. This further depresses and flattens the supply curve. 
If the total amount of resources transferred on the basis of 
charity was to be effected through the exchange economy, two 
additional costs would have to be incurred. First, sufficient 
revenue would have to be mobilized through taxation, and this 
would involve the cost of administering the tax. Second, cash 
grants would have to be made to the recipients which would 
involve further administrative costs. It follows, therefore, that 
transfer of any amount of scarce resources to deserving 
recipients through charitable giving in the voluntary sector is 
more efficient than transfer of the same amount of resources 
through the market using the tax-subsidy mechanism, It may be 
noted that the social cost of transfer would increase further, if 
the government was obliged to resort to” borrowing or to 
increasing the money supply in order to finance its welfare 
schemes. 


The amount of resources actually transferred to the poor at 
any particular time may not, however, meet all the needs of the 
poor. A sound social redistributive policy is, therefore, called 
for so that the role of the voluntary sector is maximized, with the 
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remaining gap being filled by fiscal measures. This is exactly 
what Islam seeks to do. According to this view, the role of 
charity is to correct the distortion effected by the working of a 
competitive system in the distribution of income and wealth, 
caused by disparities in the initial resource endowments as well 
as by malfunctioning of the competitive system. A further 
correction effected by public policies is needed, however, 
because of the failure of charity to eliminate poverty and 
undesirable disparities. 


Need Fulfilment Within the Family 


The family is the premier voluntary institution which is 
responsible, among other things, for the production and 
consumption of many goods and services outside the exchange 
economy. It is here that children are born, nursed, raised, and 
have their biological needs satisfied. While the family draws 
upon the exchange economy for the material goods and services 
it needs, services rendered by the mother, the father, and by 
other members are mixed with purchased goods and services in 
order to satisfy the various needs, 

‘The fact that the services rendered by the family are largely 
missed by economic analysts should not deter us from realizing 
their crucial contribution to human welfare. Such a realization is 
necessary in order to appreciate the true nature and scope of the 
Voluntary sector, The crucial point is: the family is not modelled 
on an exchange economy; it is a part of the voluntary sector, 
‘This view deepens our understanding of the family as well as of 
the voluntary sector, 


Supply of Public Goods 


The voluntary sector has an edge over both the private sector 
and the public sector in certain other areas, e.g. conflict 
resolution, information supply, and environmental protection. 
All three are in the nature of public goods which the market fails 
to provide or may not provide in the optimum way, on the basis 
of exchange alone. Public provision of these goods is costly and 
inefficient. The voluntary sector is better equipped, in these 
cases, to supply them by virtue of its altruistic forces and its 
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capacity to mobilize time, energy, and skill free of cost or at 
minimal cost. 

A major source of conflict in the free enterprise system has 
been the relations between organized labour and management. 
The exchange economy model, based on atomistic competition, 
has no internal mechanism for resolving this conflict. Introdu- 
cing the state into this model does not help, as the forces 
operating in the model tend to make the state an instrument of 
one party to the conflict. It requires a non-selfish, non-partisan 
approach to ensure industrial peace. Beside basic reforms in the 
organization of industry, such as replacing fixed wages by 
sharing?! labour participation in management, and introduction 
of democratic methods of decision-making, voluntary arbitra- 
tion and citizens’ councils can play a significant role in this 
respect. 

Economic decisions depend on information and the acquisi- 
tion and processing of information absorb considerable 
resources, These costs increase with the size of the market.”? 
The voluntary sector may not supplant the market, but it can 
reduce the costs of information if individuals and organizations 
are willing to volunteer information, Sometimes providing 
needed information does not involve any cost to the giver while 
it benefits the receiver, Voluntary organizations may gather and 
disseminate information relating to products, prices, job 
opportunities, markets, etc., to the benefit of consumers, labour, 
entrepreneurs, ¢tc., at minimum cost. w 

What applies to information costs also applies to the cost of 
monitoring. When the implementation of an economic decision 
involves cooperation or compliance by others, there is a need to 
monitor its implementation. Monitoring has a cost, But the need 
to monitor, and hence the cost, will be less the more those 
involved are morally committed to the cause for which the 
decision is taken. Since voluntary action presupposes moral 
commitment, it can be concluded that voluntary implementa- 
tion of a decision reduces the monitoring cost to society, as 
compared with that of the private sector. 

Pollution threatens man’s natural environment and the 
industrial civilization is destroying the ecological balance. 
Market failure inhibits the private sector to do the needful while 
the public sector is constrained by Jack of information and 
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resources. The voluntary sector may be more efficient in terms 
of both prevention and remedy. Preventive and remedial 
measures relating to pollution can be considered an Islamic 
duty, In the first instance, a conscious Muslim would desist 
from creating pollution, as he is required not to harm others. 
Secondly, people in the neighbourhood would protest against 
policies which are destructive of the environment. Thirdly, 
when some remedial measures are to be taken, a sense of 
Islamic duty would counteract the selfish motive to ‘free ride’. 
In fact, Islamic motivation would mobilize voluntary services 
for the preservation of a healthy environment. Islamic values 
persuade economic agents to sacrifice private advantage for the 
sake of public interest. The voluntary sector may, therefore, 
effectively supplement the public sector in protecting the 
environment, 

This line of reasoning can also be extended to other public 
and quasi-public goods such as education, health, scientific 
research, etc. The voluntary sector is already playing an 
important role in these areas in advanced countries like the 
United States. In fact, these are some of the areas in which the 
voluntary sector has been very active in Muslim societies as 
well, as the brief historical survey below will show. The supply 
of public and quasi-public goods by the voluntary sector 
relieves the public sector of some responsibilities which it 
would otherwise have to shoulder, thereby preventing the 
public sector from becoming too large. 


Redistributive and Allocative Role of the 
Voluntary Sector 


The voluntary sector can play a major redistributive role by 
effecting a transfer of resources from the rich to the poor more 
efficiently than the state, as the costs of the transfer may be less 
and identification of the needy (especially among relatives, in 
neighbourhoods, and at local levels) may be more accurate, As 
the following description of the traditional categories of 
voluntary action in an Islamic society demonstrates, a substan- 
tial redistribution is in fact envisaged through the voluntary 
sector in an Islamic society. 

The recipients’ marginal propensity to consume being 
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presumably higher than those of the givers, the preferences of 
the (poor) recipients are also likely to differ from those of the 
(rich) givers. Most of the resources transferred voluntarily to the 
poor may be used for the fulfilment of basic needs, such as food, 
shelter, education, health, etc. The net impact of the transfer 
may, therefore, be an increase in the demand for essential goods 
and services. This implies a significant allocative role for the 
voluntary sector. 

Sometimes the voluntary sector itself produces goods and 
services allocated directly to the needy, Consider, for example, 
the case of the person teaching, in his spare time, free of charge, 
the illiterate in the neighbourhood to read and write, 


Traditional Expressions of Voluntary Action 


Thus far, we have focused on the role of the voluntary sector 
in a wide sense. We shall now proceed to examine voluntary 
‘economic activities in an Islamic society in terms of certain 
familiar categories. This should not be taken to imply that the 
voluntary sector in an Islamic society is confined to certain 
traditional activities. On the contrary, these categories provide 
the means and a framework for a wider role of the voluntary 
sector in a modern Islamic society. 3 

For the sake of convenience, voluntary activities in an 
Islamic society can be studied under the following five 
categories; 

1, Obligatory family support. 

Zakah, ‘ushr, and sadagat al-fitr (fitrah). 
Gifts and grants in cash, kind or usufruct, 
Voluntary social service. 

Charitable endowments (waq/). 


veyn 


A brief description of each is in order. 


Obligatory Family Support. The basic institution in an 
Islamic society is the family. The economics of the family is 
built around the husband's oblig: to support his wife 
financially irrespective of her financial condition. He is also 
obliged to support his minor children. The jurists are also 
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unanimously of the view that every person is obliged to support 
his parents and his adult offspring, including the unmarried, 
divorced, or widowed daughter, in case they have no means to 
support themselves, provided he has the means to do so. This 
obligation extends to some other blood relations too, but the 
jurists differ on the details. The predominant view, however, is 
that the financial support of an indigent person devolves on 
those who would inherit from him if he dies leaving some 
property, and that this responsibility is to be shared in the same 
proportions in which that inheritance would be shared.** To 
complete the picture, it may also be noted that, according to 
Shart‘ah, the financial support of a person who has no one to 
support him devolves on the Islamic state.** Thus, the doctrine 
of obligatory maintenance allowances (al-nafagat al-wajibah) 
provides for every indigent person in an Islamic society. 

‘The first line of defence in the Islamic scheme of providing 
for the needy is the family. As we shall see below, zakah, 
sadaqah (voluntary charity), etc., buttress the defences further 
so that no human being goes without fulfilment of basic needs. 
As it stands, the above rule is designed to serve the purpose 
regardless of whether one is living in an Islamic state or is the 
citizen of « Muslim-minority country. It is interesting to note 
that the above rule relating to obligatory family support was 
recently invoked in the controversy arising from the famous 
Shah Bano case in India, resulting in its incorporation in the 
Muslim Personal Laws as enforced in the country? It is 
significant to note that the role assigned to the Islamic state, as 
the source of support for an indigent person in the last resort, has 
been assigned by that legislation to the institution of awgaf 
(charitable endowments), in so far as the support of a divorced 
woman is concerned.2° 

In accordance with the conceptual point noted above, namely 
that fulfilment of religious obligations is to be considered as 
voluntary action, the system of obligatory maintenance allow- 
ances outlined above is an integral part of the voluntary sector in 
an Islamic society, notwithstanding any legal backing provided 
to it, Emphasis on this system and proper education of the 
community on this point can go a long way in increasing 
solidarity and cohesion in the institution of the family which 
would otherwise be threatened by the pervasive individualism 
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and materialism of modem secular culture. The shrinkage of the 
family to the nuclear family in modem secular societies and its 
frequent break-up due to divorce have been partly responsible 
for transferring the social security system to the state. A large 
part of this system was traditionally taken care of by the 
extended family, at a much lower cost to society than that which 
state systems entail. 


Zakah and “Ushr, Zakah concretizes the obligation towards 
others as analyzed at the outset. It gives the right orientation to a 
Muslim's behaviour. 

Every Muslim with some means — specified in the relevant 
rules ~ has to give away a certain portion of his possessions to 
those mentioned in the Qur’dnic verse: 


The alms are for the poor and the needy, and those who 
collect them, and those whose hearts are to be reconciled, 
and to free the captives and the debtors, and for the cause 
of Allah, and [for] the wayfarer, a duty imposed by Allah. 
Allah is Knower, Wise (9: 60).?? 


The coverage of zakah is very wide. It can be summarized as 
follows: 


1, Capital assets: grazing animals and stock in trade, i.e., all 
that is meant to be traded, including machinery, property, 
and shares and common stock. 

Savings in cash, gold, and silver. 

Current income in the form of agricultural produce, 
minerals, and marine products. 


wr 


Provided one’s holdings are above a specified threshold 
(nisab), which is different for the different categories men- 
tioned above, one’s entire holdings (and not only what is above 
nisab) are liable to zakah. The rates applicable to animals are 
detailed in the relevant sources. The zakah rate for cash, gold 
and silver holdings, and stock in trade is 2.5 per cent. The rate 
applicable to agricultural produce is 10 per cent or 5 per cent, 

ing on whether it is irrigated by rain or by man-made 
means. Scholars differ as to the rate for minerals and marine 
products. Opinions also differ regarding the zakah rate on 
honey and other wealth acquired from forests.” 
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Zakah is to be assessed annually except in the case of 
agricultural produce, mineral wealth, and marine products, 
which is to be paid as and when they accrue. 

As the Qur’inic verse quoted above lays down, zakdh is 
meant mainly for the poor. Some zakah can be spent, however, 
for meeting the cost of zakdh administration. But the expen- 
diture of zakdh revenue ‘in the cause of Allah’ and ‘for those 
whose hearts are to be reconciled’ to Islam stands on a different 
footing. Here it is the defence and promotion of Islam that is in 
que: . No strict rules are laid down for the distribution of 
zakdh revenue over the specified heads of expenditure, leaving 
some room for discretion. But the first charge on zakdh revenue 
from any unit of population — village, town, or region — is the 
needs of that unit, Zakdh collected from a region may be 
transferred to another region only after meeting the needs of that 
region. This rule implies that ‘us/r revenue from the rural 
areas should preferably be devoted to removal of rural poverty. 
Zakah may be disbursed in cash or kind. There is no prescribed 
limit for what a single person or family may receive out of zakdh 
during a year, but most of the scholars who raised this question 
agree that the entire annual expenses of a recipient may be met 
out of zakah funds,*! if funds are available. 

As the Qur'dinic verse 9: 103 provides, it is the prerogative of 
an Islamic state to collect zakah and ‘ushr. Zakah was, in fact, 
collected and disbursed by the state in early Islamic history. 
However, from the time of Caliph ‘Uthman onwards assess- 
ment and payment of zakah on non-apparent wealth, i.¢., cash, 
gold, and silver, was left to individuals. But a Muslim's duty to 
pay zakdh does not devolve on the existence of an Islamic state 
or the summons of a zakdh collector. Like daily prayers and 
fasting in the month of Ramadan, it is a Muslim's duty to assess 
and give away the zakdh due on his possessions. Throughout 
Islamic history, conscientious Muslims have been fulfilling this 
obligation on their own as well as through religious and social 
organizations, when the state was not administering zakah. 
Besides providing much needed help to the poor and supporting 
essential Islamic activities, this practice has been instrumental 
in maintaining solidarity in the community, especially in 
countries with Muslim minorities. 

Zakah is collected and distributed by the state only in some 
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Muslim countries. In many other Muslim countries and 
countries with Muslim minorities there are numerous national, 
regional, or local organizations administering zakah on a 
voluntary basis. Buta sizeable part of zakah is distributed by the 
zakah payers directly to the poor in the locality. As a result of 
these decentralized and ad hoc arrangements, there is no 
uniform policy on a number of issues relating to zakdh 
administration which arise in the modem context. Some of these 
are noted below: 


1. Should the zakdh funds lie idle while awaiting disburse- 
ment or can they be invested with a view to increasing the 
benefit eventually accruing to the recipients? 

2, Must zakdh be transferred to its beneficiaries in cash or 
kind (in case it is collected in kind), or can it be given in 
the form of tools of trade, agricultural equipment, etc,, to 
help the working poor on a more durable basis? 

3. Can zakah funds be used for establishing and financing 
institutions that generate services, ¢.g., education, 
training, medical care, with the provision that only the 
poor get these services free of cost? 

4. Can zakah funds be used to give productive loans to the 


5. Can zakah funds be used for the defence and promotion 
of Islam in the form of free distribution of Islamic 
literature, employing paid preachers, organizing confer- 
ences, etc,? 

6. Can zakah funds be used for building mosques and 
religious schools in Muslim-minority countries? 


Most traditional scholars would not answer these questions in 
the affirmative. But some contemporary scholars have convin- 
cingly argued in favour of some of these policies,” 

A policy of helping the able-bodied poor out of poverty and 
enabling them to eam their living is definitely desirable and 
zakah funds can play at least a partial role in this respect, even 
while avoiding the expenditure policies which fail to gain a 
consensus of the Shari‘ah scholars. The remaining part of the 
expenditure can be met out of voluntary charitable donations 
and general revenue of the state. ; 

It is also important, especially in the case of countries with 
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Muslim minorities, to adopt a model of zakdh administration 
which responds to the diversity in local needs. A chain of local 
committees knit together under regional councils and ultimately 
guided by a representative body at the national level seems to be 
an appropriate model. One can draw upon the Pakistani 
experience™ as well as suggestions made by some econom- 
ists.3$ 

Some recently established Islamic financial institutions are 
also collecting and distributing zakah (from the public in 
general and not only from their shareholders and depositors). In 
the absence of any proper evaluation of this very recent practice, 
which is confined to a few places, it is difficult to comment on 
the appropriateness of this arrangement. On the one hand, these 
modern institutions are better equipped to handle the accounts 
and follow the guide-lines laid down for them as compared to 
the numerous voluntary organizations that are presently doing 
the job, On the other hand, the job does not fit in with the main 
profit-making activities of these institutions, Some empirical 
studies are needed for a proper examination of this issue. 

‘What is beyond controversy, however, is the need for a handy 
zakdh manual to guide individual as well as institutional zakdh 
payers in assessing their zakdh liabilities and identifying 
optimal ways of allocating zakdh funds. 


Sadaqah al-Fitr. This refers to charity given on conclusion of 
the month-long fasting in Ramadan to ensure that no one suffers 
privation during the annual ‘/d celebrations which immediately 
follow the last day of Ramadan. Every Muslim of some means 
should pay, for himself as well as on behalf of his dependents. 
‘The fifr payment thus amounts to a poll tax. It is specified in 
terms of some staple food, e.g. wheat, barley, dates, the quantity 
to be given away being a little above 2 kg. It should be handed 
over directly to the deserving poor as far as possible. Neither a 
Postponement of payment to some future date nor a transfer to 
some other locality is desirable. Three out of the four main 
schools of Islamic law insist on the payment of this charity in 
kind, but the Hanafi school allows payment in cash and a 
number of contemporary scholars regard cash payments as 
being more convenient for both the givers and the reci- 
pients. 
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Unlike zakdh, sadagah al-fitr was not collected and 
distributed by the carly Islamic states, Person-to-person 
transfers were easily possible in view of the comparatively 
smaller population living in a town or village. The multi-million 
metropolis of contemporary societies may sometimes defy this 
solution. The practice of voluntary organizations taking up the 
task of collecting and distributing this charity is now fairly 
widespread, without inviting disapproval from scholars, 

The obligatory fies discussed above have enormous 
potentialities for mobilizing a sizeable fund dedicated mainly to 
the eradication of poverty. It has been estimated that the annual 
yield of zakdh in a Muslim country would be around 3 per cent of 
the gross domestic product. The corresponding collection from 
Muslims living in countries with Muslim minorities would also 
be substantial, Even though the charity on the eve of ‘Id is a 
modest amount, more people are obliged to pay it, for themselves 
and on behalf of their dependents, than those who are liable to 
pay zakah. Given proper management, these charities can go a 
long way in alleviating suffering and eliminating privation, 


Recommended Charities. Recommended charities are de- 
signed to fill any gap that obligatory charities may leave, in 
order to complete the task of need fulfilment. They may also 
take care of social needs not covered by zakah expenditures, No 
rates have been prescribed for non-obligatory charities, 
Nevertheless, there is a general consideration of vital impor- 
tance which sets a required minimum at the social level: enough 
charities should be available to ensure the fulfilment of basic 
individual needs and essential social needs. This is the essence 
of the doctrine of fard kifayah, or socially-obligatory duties, We 
have already discussed them in Chapters One and Two above. 
But a brief recapitulation seems to be in order. ¥ 

Socially-obligatory duties are those which the Law-Giver 
wants carried out, irrespective of who does them. They must be 
performed so that the needful is done, lest all those who are 
capable of performing them become sinful. In other words, 
these duties are directed at ensuring the common interests of a 
community of individuals, not devolving on particular indi- 
viduals, so that if some perform them and the relevant purpose is 
served, others will be absolved of the responsibility. 
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No closed list of socially-obligatory duties is handed down 
by Shari'ah even though a number of them have found specific 
mention. Any activity that is necessary for safeguarding the 
vital interests of the people relating to survival and Islamic 
living is to be considered a socially-obligatory duty. Those 
specifically mentioned include need fulfilment, da‘wah (com- 
municating the message of Allah to mankind), enjoining right 
conduct and forbidding wrong (al-amr bi’ l-mar*tif wa'l-nahy 
‘an al-munkar), and physical and ideological defence of the 
community of Islam, Even the institution of a ruler to govern the 
community in aecordance with Shari'ah (i.¢. establishment of 
an Islamic state) is a fard kifayah.Y For Muslims living under 
Islamic rule, the state becomes the discharger of socially-obli- 
gatory duties, in the last resort. In the absence of such a state, 
alternative arrangements are necessary to protect the vital 
interests of the community, The nature of the voluntary sector in 
a Muslim society that is deprived of Islamic rule has to be 
studied in this perspective, This is especially important in the 
case of countries with Muslim minorities where Islamic rule is 
not feasible. It is only the voluntary sector that can protect these 
interests. In other words, the Islamic voluntary sector in a 
society with a minority of Muslims has to discharge many 
religious and welfare functions which are, in normal circum~ 
stances, discharged by the Islamic state, 

Itis the community's awareness of this crucial fact that has led 
to the emergence, throughout Islamic history, of revivalist 
movements, institutions for religious education, and community 
courts for settling disputes according to Sharf‘ah (in particular, 
disputes relating to marriage, divorce, guardianship, etc.). 

What is the significance of regarding all these activities as 
socially-obligatory duties? Two points may be noted. Firstly, 
the sense of a religious duty ensures that the relevant activity 
will take place even though neither self-interest nor the coercive 
power of the state is there to ensure it. This point is of special 
importance for the Muslim minorities. Secondly, the nature of 
fard kifayah requires vigilance on the part of every individual 
who is capable of performing it, Even when such an individual 
is in no position to perform a socially-obligatory duty, he must 
observe whether the needful is being done by some other 
individuals so that he is, ultimately, absolved of his religious 
obligations, 
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The care for social interest as distinguished from self-interest 
is the most significant dimension to the doctrine of fard kifayah, 
Vigilance on the part of every individual possessing the ability 
to perform a particular duty, and the awareness of its being a 
religious duty, raises the chances of that duty being perfor- 


Gifts and Grants. Unilateral transfers in cash or kind have 
been the main expression of charitable behaviour throughout 
history, Such acts of charity may benefit a relative, a friend, a 
neighbour, a needy person who asks for it, or a needy person to 
whom the giver himself reaches out, Charity may go to # social 
institution like an orphanage, a school, a hospital, a rest-room 
for the wayfarer, or to an organization propagating religion. It 
may sometimes go to the state in response to an appeal for funds 
in an emergency caused by war, famine, flood, epidemic, etc. 
Greatly encouraged by Islam, charitable giving has been widely 
practised in Muslim socicties. 

Since Islam prohibits charging interest on loans, lending is 
also a charitable act. The Prophet said, ‘Every loan is a 
charity." So is lending durable articles, of use, c.g. utensils, 
vehicles, equipment. Refusal to do so is mentioned in the 
Qur’din as characteristic of the unbelievers (107; 7), The Prophet 
also recommended exchange of gifts as it contributes to mutual 
love and affection. He said: 


Shake hands, it will remove rancour, and make gifts to one 
another [as a result] you will love each other and it will 
remove malice.* 


One can also give away a part of one’s legacy in charity. The 
Islamic laws of inheritance call for a fair distribution among his 
nearest relatives of what a deceased person has left. Under 
Islamic laws, one’s will cannot modify this distribution as a will 
cannot be made in favour of an heir. The permission to will 
away up to a third of the legacy is designed to provide for 
charities as well as for distant relatives not covered by the law in 
a particular case, This provision has been widely utilized for 
making bequests for charitable purposes. Every Muslim is 
expected to take due notice of the Prophet’s remark that: 
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‘When a man dies his [good] deeds stop, except through 
three [channels]: A charity which continues [giving its 
benefits] or knowledge that can be utilized or an offspring 
with good conduct who prays for him. 


Social Service. Services rendered free of charge to meet 
individual needs or promote social welfare are also an important 
form of charity, Participating in a literary drive, planting trees, 
building a dam, and volunteering to defend the community 
against external aggression are some of the myriad forms such 
charity might take. Devoting one’s spare time to social service 
adds to the sum total of human welfare at little or no cost to 
society, Islam has urged its followers to volunteer for these 
services. At the same time it wants them to distribute their 
energies wisely between various kinds of social needs, e.g. 
between defence and (religious) education. 


. ». it is not desirable that all of the believers take the field 
{in time of war]. From within every group in their midst, 
some shall refrain from going forth to war, and shall 
devote themselves [instead] to acquiring deep knowledge 
of the Faith, and [thus be able to} teach their home coming 
brethren, so that these [too] might guard themselves 
against evil (9: 122).% 


Endowments, The emphasis Islam places on contributing to 
the good of society has prompted wealthy Muslims to go beyond 
ad hoc charity to making permanent provisions for supporting 
welfare activities. Some of them have made special arrangements 
whereby property is dedicated to a cause so that only the income 
flowing from it is available for current expenditure in that cause, 
This is referred to as wagf (endowments). 


It is reported that the son of ‘Umar said, “Some land in 
Khaybar fell to the lot of ‘Umar.’ He came to the Prophet, 
and said, ‘I got a land such as I never had a property better 
than it, so what do you advise me regarding it?’ The 
Prophet said, “If you wish you can give it away in charity 
detaining its corpus.’ So ‘Umar gave it away in charity 
providing that its corpus may neither be sold nor gifted nor 
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could it be inherited. It would be meant for the poor, the 
relatives, for freeing slaves, for the cause of Allah, for 
guests and for the wayfarer. It would be permissible for its 
custodian to eat out of it according to convention or feed a 
friend, without making it a source of personal wealth.“ 


The Voluntary Sector in Islamic History 


‘The various forms of charitable giving, seen in the broad 
perspective of socially-obligatory duties (fard kifayah), provide 
a very wide scope for the voluntary sector in an Islamic society. 
They reinforce the vision that an Islamic society is a cooperati' 
affair in which every individual, once he has ensured the 
fulfilment of his own needs through his own labour and 
inherited wealth, if any, volunteers to take care of the needs of 
other fellow humans and of the social and collective needs 
according to his capacity. This is evidenced in Islamic history, 
especially in its early golden period. It will, therefore, be 
instructive to look at the voluntary sector throughout Islamic 
history before we proceed to examine its contemporary 
‘status. 

Both voluntary services and voluntary charity in cash or kind 
played a big role in Madinah during the time of the Prophet. The 
Madinah mosque, named after the Prophet, was constructed by 
voluntary labour, Muslim residents of Madinah accommodated 
the migrants from Makkah (the muhdjirin) and hosted them, 
even shared their properties with them, till they were able to find 
work and establish themselves.*5 Some of the earliest endow- 
ments in Islamic society were created in this period. The 
numerous battles to ward off the attacking Makkans were all 
fought by volunteer forces. Thus, the entire fabric of the early 
Islamic society was built around voluntary services and 
charitable givings, till the public treasury (Bayt al-Mal) was 
established with permanent sources of income like zakdh, “ushr, 
and khardj (land tax), The situation during the next thirty years 
of pious rule of the four great Caliphs remained more or less the 
same although the relative prosperity during the latter half of 
this period might have reduced the need for private charity. 
Nevertheless, charitable endowments continued to be 
created? 
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The role of the voluntary sector in the later period of Islamic 
history has to be studied largely in terms of charitable 
endowments as no data are available for the other forms of 
voluntary activities, such as family support, zakdh, grants, and 
social services, Itcan be safely assumed, however, that a society 
which produced a wide network of charitable endowments 
covering almost all social services and welfare activities must 
have responded warmly to individual needs for succour. 

There are four aspects of wagf throughout Islamic history 
which call for attention: their purpose, the kinds of properties 
involved, their management, and the kind of supervision 
exercised by the courts or the government. 

As regards the purposes for which charitable endowments 
were made (as distinguished from family endowments* which 
do not concern us in this study), almost all kinds of social 
services were involved, These included, to name a few, 
education at all levels, facilities for prayers and other religious 
rites, health facilities ranging from hospitals to homes for the 
disabled, parks, inns and rest-rooms, drinking water facilities, 
food distribution centres, and animal care centres, 

As regards the types of properties involved, almost every 
kind of property capable of yielding an income or giving some 
benefits was endowed. Agricultural land, residential buildings, 
schools, wells, baths, bakeries, godowns, etc., in various parts 
of the land were all dedicated by their owners to the needy. 
Islamic law also provides for endowing a sum of money, to be 
put in trust, so that its profits are given away as charity.4? 

The management of waqf properties was vested in a 
Supervisor nominated by the donor and the wagf deed also 
stipulated who would succeed the supervisor. 

In the early period, the state did not have a clearly defined 
role vis-a-vis the wagf properties and their management, but the 
courts did look into any complaints relating to their misman- 
agement, In the later period, we find increasing state involve- 
ae in ben Hermida owing to a number of causes, the 
chief one being widespread abuse of powers by wagf supervi- 
sors. Another reason for increased state terbcdin! cic 
fact that wagf properties were exempt from taxes. This resulted 
in substantial loss of revenue to the state as more and more 
Properties, especially agricultural land, were converted into 
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wagf. This forced the state to take over some wagf properties, 
especially in times of financial crisis caused by wars.5° 

The Ottomans formed a Ministry of Wagf in 1840, 
establishing a tradition that continues in almost every Muslim 
country, as well as in some countries with Muslim minorities, 
such as India and the Philippines, in modern times. 


Some Special Features of Wagf 


Waaf properties have some special features distinguishing 
them from private and public properties. While these features 
confer some benefits on society which cannot be derived from 
private or public properties, they also pose some problems, 

Waaf takes a property out of individual ownership, vesting 
the ownership in Allah. A wagf property is not a state property 
just as it is not a private property. Wagf is permanent and 
irrevocable, hence the act of endowment is irreversible, With 
the passage of time, private properties pass into the wagf sector 
but the reverse does not and cannot take place. 

Since wagf is made by the rich and the society in general and 
the poor in particular benefit from the endowment, the above 
features serve to mitigate the ill effects of inequality in the 
distribution of income and wealth. Unlike the short-term impact 
of government budgetary policies, the institution of wagf over 
time counteracts the tendency towards concentration of 
wealth, , ¥ 

But problems arise as more and more properties, especially 
agricultural land and urban properties, are turned into wagf. The 
urge to maximize the retums — the engine of growth in the 
private sector — has not been a prominent feature of wagf 
management. The wagf sector operates largely outside the 
competitive market, resulting in sluggishness and stagnation, 
As wagf properties are exempt from taxes, a growing waqf 
sector would reduce the fiscal resources of the state. 

‘Another feature of wagf is the supremacy of the will of the 
wagif (the wagf maker) with respect to its purpose, benefi- 
ciaries, and management. In addition to the macro-economic 
problem noted above, this feature poses a number of problems 
at the micro-economic level. ; 

Historically, tough problems were posed by the family wagf. 
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which we do not propose to discuss in this chapter as it has been 
abolished in most places.*! Moreover, it does not fall fully in the 
voluntary sector category as noted above. But, even in the case 
of charitable endowments, problems arise because sometimes 
the wagif defines the purposes very specifically and narrowly. 
As circumstances change, with the passage of time, some of 
these purposes may become redundant or even anti-social. In 
‘such a situation there is a need to subject the will of the wdqif to 
the supremacy of public purpose (maslahah ‘dmmah) and 
objectives of Shari'ah (magasid al-sharT'ah). It will be recalled 
that even the exercise of individual ownership rights is subject 
to these overriding considerations. There is no reason why 
properties dedicated to social welfare should not be subject to 
the same considerations. 

A wagf is normally managed by a custodian (mutawalli) 
named by the wagif. The wagf deed also provides for a 
‘successor to the custodian in the event of his death or incapacity, 
and how to deal with mismanagement. These provisions may 
not, however, be satisfactory or comprehensive enough, thereby 
inviting intervention by the courts or the state, The circum- 
stances justifying intervention, as well as the scope of such 
intervention, have been discussed in the figh (jurisprudence) 
literature and enshrined in the wagf laws of various countries. 
Actual experience and new exigencies continue to necessitate 
fresh enactments, But there is an ever-present danger of 
appropriation of wagf properties by the state under one excuse 
or another, This has happened throughout history in Muslim 
countries and countries with Muslim minorities. Such state 
take-overs on a large scale have dampened the people's 
enthusiasm to create charitable endowments. 

Thus the voluntary sector, especially wagf, has to be guarded 
against misappropriation by the state as well as mismanagement 
by individuals or organizations which manage the endowments, 
Only vigilance on the part of the people in general can ensure 
this. As regards mismanagement of endowments, corrective 
action may come from three directions; the public (especially 
the beneficiaries), the courts, and the state acting through its 
legislative and executive branches to streamline the laws and 
regulations governing wagf properties and implementing them 
meticulously, 
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In contemporary circumstances, a more serious threat comes 
from the tendency to incorporate wagf in the public sector, 
especially in countries with Muslim minorities. This threat can 
be countered only if the people have a clear perception of the 
need for, and distinctive role of, the wagf sector, justifying its 

existence. As noted above the Prophet, when asked by 
“Umar, did not advise him to give away his property (in this case 
a fertile land) to the state, even though he himself was the head 
of state. Instead, he advised "Umar to make a wagf. This advice 
implies that the Prophet visualized a useful role for waqf 
alongside the public sector, 


Future Prospects 


We have already noted the trend towards an increasing role of 
the state in the management of wagf. What about the role of 
wagf itself? It is not far-fetched to surmise that the role of waqf’ 
is likely to increase in countries with Muslim minorities but not 
in countries where the majority of the population is Muslim, 
‘The reason for a more active role for wagf in the former lies in 
the increasing Islamic awareness in these communities coupled 
with the realization that, with a state which is at best indifferent 
to their religion and to many of their special socio-economic 
needs, they have to use wagf for the fulfilment of these needs 
and for the protection and promotion of Islam. For historical 
reasons, the legitimacy of wagf and its role in the religious and 
social life of the community is well established and accepted by 
the (ruling) majority. On the other hand, increasing Islamic 
awareness makes Muslims in countries where they form a 
majority press their rulers to adopt more Islamic policies. There 
is no pressure on wagf as such, unless rulers respond to popular 

ure by activating the waqf. - 

Apart from wagf, however, there is a greater recourse 
everywhere to voluntary action for the promotion of Islam and 
the improvement of socio-economic conditions of the com- 
munity. Government failure (due to a lack of will as well as the 
sluggishness of the bureaucracy) and market failure (due to lack 
of motivation) draw more energies towards the voluntary sector 
to do the needful for the betterment of the wmmah, We can, 
therefore, expect some improvement in wagf management anda 
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greater mobilization of charities, regular as well as ad hoc. One 
can reasonably expect better facilities for offering prayers, 
increased publication and distribution of Islamic literature, and 
more educational institutions that include Islamic courses in the 
curricula. This would be more true of the Muslim communities 
living as minorities where one also notices a greater mobiliza- 
tion for the protection of Muslim personal laws, crucial for the 
cultural identity of the communities. 

The emergence of Islamic financial institutions that operate 
without interest is an important development in the voluntary 
sector. It is a product of the community's desire to avoid interest 
while ensuring full participation in the modern exchange 
economy, Once such an institution is established it may also 
cater to some other socio-economic needs of the community, 
such as investment of (temporary) surpluses in charitable funds, 
(interest-free) loans to social and educational institutions, even 
collection and disbursement of charity. Its greater role lies in 
mobilizing savings by providing Islamically permissible 
avenues of investment and supplying needed capital to small 
businessmen in the community. A modest beginning of the 
Islamic financial movement goes back half a century, but it 
came to the forefront in the 1970s, Despite some stagnation, it 
has now reached many countries, including those in which 
Muslims are a minority, and includes banking institutions, 
investment companies, credit unions, and insurance compa- 
nies. 

We conclude this study on an optimistic note regarding the 
role of the voluntary sector in contemporary Muslim societies, 
It is venturing into some new areas and, at the same time, 
showing greater vigour in traditional spheres. In view of the 
conceptual framework presented in this chapter, one cannot 
miss the direct relationship between this renewed vigour of the 
voluntary sector and ongoing Islamic resurgence. Thanks to this 
resurgence, onc can look forward to increasing ‘Islamization’ of 
the economies in countries where Muslims are ‘a majority and an 
enlargement of the Islamic voluntary sector in countries where 
Muslims are a minority. 
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